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STATEMENT OF JURISDICTION
The Utah Court of Appeals has jurisdiction over cases
transferred to the Court of Appeals from the Utah Supreme Court.
Utah Code Ann. § 78-2a-3<)q

(Supp. 1993).

ISSUES PRESENTED FOR REVIEW
The issues presented in this case are:
I.

Should this Court grant deference to the Final Decision
of the Utah State Tax Commission in each issue below
since an explicit grant of discretion is given in Utah
Code Ann §59-12-104(15) and since careful and reasonable
findings of fact were weighed?

II.

Did the Tax Commission err in holding that NAC failed to
qualify for the exemption within the plain language of
§59-12-104(15) and Utah Admin. R. R865-19-85S?
A,

Did the Tax Commission err in applying the
plain language of Utah Code Ann. § 59-12104(15)?

B.

Did the Tax Commission err in applying the
plain language of Utah Admin. R. R865-19-85S?

III. Did the Tax Commission err in its factual findings that
presses and equipment installed and retrofitted in NAC's
renovated building were taxable as normal operating
replacements pursuant to Utah Code Ann § 59-12-104(15)
and Utah Admin. R. R865-19-85S?
A.

Are the printing activities of NAC's renovated Regent
Street
plant
substantially
different
in
nature,
character, or purpose from its prior operations?

B.

Were the printing activities of NAC's renovated Regent
Street plant begun in a new physical plant location in
Utah?

1

Is the purchased equipment and machinery a normal
operating replacement for the equipment and machinery
previously used by NAC in its pre-renovated Regent Street
plant?

STANDARD OF REVIEW
The

Court

of

Appeals

must

grant

deference

to

the

Tax

Commission's findings of fact in the matter of Newspaper Agency
Corporation v. Auditing Div. of the Utah State Tax Comm'n, Utah
State Tax Commission Appeal No. 92-0328. The standard of review to
be applied by the appellate courts in reviewing formal adjudicative
proceedings commenced before the Tax Commission is codified in Utah
Code Ann. § 59-1-610 (Supp. 1993).

Section 59-1-610 provides:

(1) When reviewing formal adjudicative proceedings
commenced before the commission, the Court of Appeals or
Supreme Court shall:
(a) grant the commission deference concerning its
written findings of fact, applying a substantial
evidence standard on review; and
(b) grant the commission no deference concerning
its conclusions of law, applying a correction of
error standard, unless there is an explicit grant
of discretion contained in a statute at issue
before the appellate court.
(2) This section supersedes § 63-46b-16 pertaining to
judicial review of formal adjudicative proceedings.
Utah Code Ann. § 59-1-610 (Supp. 1993) (emphasis added).

2

DETERMINATIVE STATUTORY PROVISIONS AND REGUIATIONS
The following statutes and regulations are determinative in
this appeal:
1.

Utah Code Ann. § 59-1-610 (Supp. 1993).

2.

Utah Code Ann. § 59-12-103(1)(a) (1992).

3.

Utah Code Ann. § 59-12-104(15) (Supp. 1993).

4.

Utah Admin. R. R865-19-85S (1993).

These statutes and administrative rules are reproduced in full in
Addendum II.

STATEMENT OF THE CASE
A.

Nature of the Case

NAC requested a refund of sales and use tax under a
manufacturing exemption for new or expanding operations on its
purchase of two huge offset presses and reconfiguration of a
third existing press.

The Tax Commission denied NAC' s request

for a refund and found that this machinery and equipment was not
used in a "new or expanding operation" within the meaning of Utah
Admin. R. R865-19-85S(A) (3), and Utah Code Ann. § 59-12-104(15).
The purchases were found to bo normal operating replacements.
B.

Course of Proceedings and Disposition Below
1.

The Auditing Division of the Utah State Tax

Commission ("Auditing Division") issued a Statutory Notice of
3

Deficiency dated December 24, 1991 which assessed a sales and use
tax deficiency to the Newspaper Agency Corporation ("NAC") for
the audit period of July 1, 1988 through June 30, 1991.

(Record

at 237. )
2.

„NAC filed a Petition for Redetermination on

January 23, 1992 challenging the assessment.
3.

(Record at 239.)

The Utah State Tax Commission held a full

evidentiary hearing in these matter on July 14 and 15, 1993.
(Record at 20.)

After considering the law, facts and evidence

presented, the Tax Commission concluded that NAC's purchase of
machinery and equipment for the Regent: Street Plant did not
qualify for the exemption in its Findings of Fact, Conclusions of
Law and Final Decision, a copy of which is attached as Addendum
I.

(Record at 29-33. )
4.

NAC subsequently filed a Petition for

Reconsideration.
5.

(Record at 16.)

The Auditing Division responded (Record at 10),

and on March 14, 1994, the Tax Commission denied the Petition for
Reconsideration concluding that NAC failed to allege as grounds
for reconsideration either a mistake in law or fact or discovery
of new evidence which would merit another hearing.

6.

(Record at

On April 1, 1994, NAC filed a Petition for Review
4

of the Utah State Tax Commission Decision before the Utah Supreme
Court,

(Record at 5.)
7.

The Utah Supreme Court granted a Writ of Review on

April 5, 1994 (Record at 4 ) , and on November 14, 1994 the case
was poured over to the Utah Court of Appeals.
C.

Statement of Facts
NAC performs advertising, circulation, printing and

delivery functions for the Salt Lake Tribune and the Deseret
News,

(Record at 21-22, 198; Transcripts at 142, 146, 148, 151-

53, 175-83,)
The Auditing Division assessed a sales and use tax
deficiency of $919,314.49 plus 12% interest and a negligence
penalty of $91,931.45 against NAC for the audit period of July 1,
1988 through June 30, 1991.

(Record at 21, 237.)

On March 15,

1993, the Auditing Division amended its assessment by reducing
the amount of tax to $839,609.21, withdrawing the penalty
assessment, and recomputing interest accordingly.

(Record at 21;

Exhibit P-6.)
NAC disputed the full amount of tax, $839,609.21,
assessed on the purchase of machinery and equipment for its
Regent Street plant and a portion of the tax imposed for repairs
to its equipment.

(Record at 21.)

NAC also requested a refund

of $687,299.99, plus interest, for sales and use tax that it paid
5

on the purchase of machinery and equipment for the Regent Street
plant.

(Record at 21; Exhibit P-5.)
In 1988, NAC renovated its Regent Street plant located

in downtown Salt Lake City.
This renovation included the replacement of two presses
and the improvement of a third press.

(Record at 23; Transcripts

at 45-47; Exhibit P-25.)
Prior to the renovation, NAC operated three presses in
the performance of its printing agreements for advertisements and
newspapers:
a.

1957 Mark I Letter Press;

b.

1968 Mark II Letter Press;

c.

1978 Metro Offset Press.

(Record at 23; Transcripts at 33, 35.)
The following three presses are being used by NAC after
the renovation:
a.

1978 Metro Offset Press (with some updating of
equipment).

b.

1968 Mark II, after significant remodeling to
convert it from a letter press to an offset press.

c.

Goss Headliner Offset Press (new).

(Record at 23; Transcripts at 45, 46-47.)
After a building modification, NAC installed the Goss

6

Headliner Offset Press in a new printing bay which was still
located within the old premises.

(Transcripts at 44; Exhibit P-

25.)
The 1957 Mark 1 Letter Press was eventually removed
from the premises and scrapped leaving that printing bay vacant.
(Transcripts at 33, 36, 75-76.)
To keep up with publication demands, NAC out of
necessity kept three presses operating at all times during the
renovation and press conversions.
NAC did not collect or pay use tax on the purchase of
the Goss Headliner press (Record at 21, 203-04), but did accrue
and pay tax for the Conversion of the 1968 Mark II Press and the
1978 Metro Press.

(Record at 21, 204.)

For the year of 1988, NAC's gross revenues were
attributed to:
REVENUE TYPE

PERCENT OF TCTAL GROSS REVENUE

Advertising Revenue
(preprints represented 10% of
gross advertising revenue)

71%

Newspaper circulation fees

25%

Printing Fees (USA Today)

1%

Miscellaneous Income

1%

(Exhibit R-5.)

These percentages have not materially changed

during or after the audit period.
7

(Exhibit R-5.)

SUMMARY OF THE ARGUMENT
NAC cannot overcome the threshold issue that this Court must
defer to both the findings of fact and application of law by the
Tax Commission.
Further, even on the merits, NAC is not entitled to an
exemption for new or expanding operations on its purchase of
equipment and machinery for the Regent Street plant.

Prior to

the expenditure and renovation, NAC was in the business of
commercial printing, circulating and delivering newspapers, and
printing advertising and other contract printing jobs
(preprints).

Subsequent to the renovation, NAC was involved in

substantially the same business, but had increased capacity and
quality, although the volume of business did not substantially
increase.

NAC's printing activities subsequent to the renovation

were substantially similar in nature, character and purpose to
NAC's prior activities.

Moreover, the printing activities of the

renovated Regent Street plant were performed at the same physical
plant location as its prior operations.

The purchased equipment

and machinery used in NAC's renovated Regent Street plant were
normal operating replacements for the equipment and machinery
used by NAC in its prior operations.

8

ARGUMENT
I.

THIS COURT SHOULD GRANT DEFERENCE TO THE DECISIONS OF
THE UTAH STATE TAX COMMISSION IN EACH ARGUMENT BELOW
SINCE AN EXPLICIT GRANT OF DISCRETION IS GIVEN IN UTAH
CODE ANN. § 59-12-104(15) AND SINCE CAREFUL AND
REASONABLE FINDINGS OF FACT WERE WEIGHED IN ITS FINAL
DECISIONS.
Initially, section 59-1-610(1)(a) expressly requires an

appellate court reviewing formal adjudicative proceedings
commenced before the Tax Commission to grant deference to the Tax
Commission's findings of fact.
.1993).

Utah Code Ann. § 59-1-610 (Supp.

The Tax Commission's findings of fact must be upheld if

such findings are supported by substantial evidence.

Utah Code

Ann. § 59-1-610 (Supp. 1993).
Second, section 59-1-610(1)(b) requires an appellate court
to give deference to the Tax Commission's conclusions of law
where the statute at issue in the case before the court contains
an explicit grant of discretion.

The statute at issue, Utah Code

Ann. § 59-12-104(15) (Supp. 1993), contains two explicit
legislative grants of discretion to the Tax Commission:
The following sales and uses are exempt from the taxes imposed
by the Sales and Use Tax Act:
(15) Sales or leases of machinery and equipment purchased
or leased by a manufacturer for use in new or expanding
operations (excluding normal operating replacements,
which includes replacement machinery and equipment even
though they may increase plant production or capacity, as
determined by the commission) in any manufacturing
facility in Utah. . . . For purposes of this subsection,
the commission shall by rule define "new or expanding

9

operations" and "establishment."
Utah Code Ann. § 59-12-104(15) (Supp. 1993) (emphasis added).
The

legislature

has

explicitly

granted

the

Tax

Commission

discretion in the specific statute at issue, Section 59-12-104(15),
(1) to determine what constitutes a normal operating replacement1
and

(2)

to

define

the

term

"new

or

expanding

operations."

Therefore pursuant to § 59-1-610, the Court of Appeals must give
deference to the Tax Commission's conclusions of law in determining
which expenditures constitute "normal operating replacements" or
"new or expanding operations" within the meaning of § 59-12-104(15)
of the Utah Code.
reasonableness.2

The applicable standard of review is one of
Thus, the Tax Commission's

interpretation of

these terms in § 59-12-104(15) should be upheld so long as these
interpretations are not unreasonable.

See Morton International v.

Amici argue that the statutory language restricts the
Commission to determine only an "increase plant production and
capacity" and not "normal operating replacements." Amici brief at
4-5.
The plain meaning of the statute however does not support
this contention.
2

The court in Mount Olympus Waters, Inc. v. Utah State Tax
Comm'n, No. 940202-CA, slip op. at 7 (Utah Ct. App. 1994) stated in
dicta that Utah Code Ann. § 59-12-104(15) contained no explicit
grant of discretion to the Tax Commission. This statement however,
should carry no precedential value to this case because the issue
before
the court
in Mount Olympus did not involve any
interpretation of the language contained in Section 59-12-104(15).
Instead, the Mount Olympus court examined whether Mount Olympus met
the requirements necessary to qualify as a S.I.C. manufacturer.
Furthermore, the parties in Mount Olympus neither briefed nor
argued the standard of review applicable to their case.
10

Auditing Div. of the Utah State Tax Comm'n, 814 P. 2d 581 (Utah
1991).

The State Legislature apparently understood that individual

cases would need to be carefully considered and weighed on the
facts

to

determine

if

the

exemption

applies.

A

careful

consideration of the facts in this case by the Tax Commission
resulted in substantial evidence against NAC's qualification for
the exemption.
The Tax Commission did not err in its factual findings that
the presses and equipment installed in the renovated building were
Normal Operating Replacements and did not qualify for the exemption
in Utah Code Ann. § 59-12-104(15) and Utah Admin. R. R865-19-85S
are supported by substantial evidence and should be affirmed on
appeal.
II.

THE TAX COMMISSION PROPERLY HELD THAT NAC DID NOT QUALIFY
FOR THE EXEMPTION WITHIN THE PLAIN LANGUAGE OF UTAH CODE
ANN. § 59-12-104(15) AND UTAH ADMIN. R. R8b5-19-85S
WITHIN THE PLAIN LANGUAGE.
A.

NAC Fails To Qualify For An Exemption Under
The Plain Language of § 59-12-104(15).

NAC is not entitled to claim a sales and use tax exemption for
the purchase of machinery and equipment
plant.

for its Regent Street

The equipment and machinery was not purchased for use in

new or expanding operations as required by Utah Code Ann. § 59-12104(15) (Supp. 1993).

Section 59-12-104(15) provides:
11

The following sales and uses are exempt from the taxes imposed
by the Sales and Use Tax Act:
(15) Sales
or
leases
of
machinery
and
equipment
purchased
or
leased
by
a
manufacturer for use in new or expanding
operations
(excluding
normal
operating
replacements,
which
includes
replacement
machinery and equipment even though they may
increase plant production or capacity, as
determined
by
the
commission)
in
any
manufacturing facility in Utah. . . . For
purposes of this subsection, the commission
shall by rule define "new or expanding
operations" and "establishment-"
The plain language of the statute omits "normal operating
replacements . . . even though they may increase plant production
of capacity. . . . "

"When statutory language is plain and

unambiguous [the Court] will not look beyond the language to
determine legislative intent...." Miller Welding Supply v. Tax
Comm'n, 860 P 2d 361, 362 (Utah Ct. App. 1993); see also OSI
Industries v. Tax Comm'n, 860 P 2d 381, 383-84 (Utah Ct. App.
1993).

Likewise, "[T]ax exemption statutes are to be strictly

construed against the party claiming the exemption and all
ambiguities are to be resolved in favor of taxation."3

NAC has

See also Parsons Asphalt Prods. Inc. v. Utah State Tax
Comm' n. , 617 P. 2d 397, 398 (Utah 1980); Great Salt Lake Minerals v.
Utah State Tax Comm'n., 573 P.2d 337, 340 (Utah 1977); Salt Lake
County v. Utah State Tax Comm'n. # Utah ex rel. Good Shepherd
Lutheran Church, 548 P.2d 630, 631 (Utah 1976). The Utah Supreme
Court further noted in Parsons Asphalt:
Even though taxing statutes should be generally construed
favorable to the taxpayer and strictly against the taxing
12

purchased operating replacements that fail to qualify for the
exemptions.

The Court should apply the plain language of the

statute to affirm the Commission's Decision.
B.

Both The Commission Rule And Legislative
History Support The Commission's Decision
That NAC Failed To Qualify For The Exemption.

The exemption statute grants the Commission discretion to
interpret the phrase "new or expanding operations."

Pursuant to

its statutory authority, the Tax Commission has promulgated Utah
Admin. R. R865-19-85S(A)(3) to provide further guidance on the
interpretation of "new or expanding operations."

Utah Admin. R.

R865-19-85S(A)(3)(1993) states:
"New or expanding operations" means manufacturing,
processing, or assembling activities which:
a) are substantially different in nature, character, or
purpose form prior activities;
b) are begun in a new physical plant location in Utah; or
c) increase production or capacity. This definition is
subject to limitations dealing with normal operating
replacements.
This administrative rule mirrors both the statute and the
statute's legislative history.

The Legislature granted a sales

authority, the reverse is true of exemptions. Statutes
which
provide
for exemptions
should be
strictly
construed, and one who so claims has the burden of
showing his entitlement to the exemption.
Parsons Asphalt, 617 P.2d at 398.
13

tax exemption for the purchase of equipment to be used in new or
expanding operations as a strategy for attracting new industry to
the state to generate additional revenues/

Representative

Karras, the sponsor of the manufacturing exemption bill, noted,
"[the exemption is] an attempt by us to attract capital intensive
industries."5

The manufacturing exemption was enacted as a

means of "giv[ing] incentives to manufacturers to build and
expand plants [in Utah]." 6
Section 59-12-104(15) was established to promote the
location of new businesses within the state of Utah and to create
an incentive for existing businesses to expand within the
guidelines of this statute and administrative rules.

However,

the state is not in the business of subsidizing existing
businesses.

The Salt Lake Tribune and Deseret News have been the

mainstays of daily printed media in the State of Utah for at
least 121 years.
1871.

The Salt Lake Tribune was established April 15,

The Deseret News was established June 15, 1850.

To allow

A

Representative DeMann urged support for the manufacturing
exemption bill as a measure of "enhancfing] revenue sources for the
future" and combatting "the . . . competition [that] the state of
Utah faces in attracting new industries to the state]." H.B. 103,
46th Leg., Gen. Sess. § 3 (1985), Representative DeMann.
5

H.B. 103, 46th Leg., Gen. Sess. § 3 (1985), Representative

Karras.
6

H.B. 103, 46th Leg., Gen. Sess. § 3 (1985), Representative

Holt.

14

this exemption to such businesses simply because they replace
existing equipment and/or more efficient, does not justify a
subsidy by the taxpayers of Utah nor fulfill the legislature's
intent behind providing the sales tax exemption for new or
expanding operations.
The legislature clearly established confidence in the Utah
State Tax Commission to determine the line of demarcation between
legitimate new and expanding operations on one hand and
competitive upgrades on the other.

The legislative and judicial

mandate that exemptions be strictly construed and limited
furthers the presumption in favor of taxing purchases by
commercial as well as individual taxpayers.

The very purpose of

an administrative agency is to bring expertise and specialized
knowledge together to implement of statutory directives.
The legislature specifically excluded normal operating
replacements.

By necessity, and in a very reasonable response to

that exclusion, the Tax Commission, by formal rule, defined and
established parameters for the term.

To fail to do so would be

irresponsible in light of the duties granted to the Tax
Commission.

Now a standard is established by which actions of

taxpayers and specific facts can be measured to determine if a
taxpayer qualifies for the exemptions.

Under the guidelines set

forth by the Legislature and the Tax Commission, the renovation
15

of

NAC's R e g e n t S t r e e t

expanding operation

p l a n t does not q u a l i f y

pursuant

a s a new

to the provisions

of

or

Utah Admin.

R.

R865-19-85S(A)(3).
II.

THE TAX COMMISSION DID NOT ERR IN FINDING THAT PRESSES
AND EQUIPMENT
INSTALLED AND RETROFITTED
IN
NAC'S
RENOVATED BUILDING WERE TAXABLE AS NORMAL OPERATING
REPLACEMENTS PURSUANT TO UTAH CODE ANN. § 5 9 - 1 0 - 1 0 4 ( 1 5 )
AND UTAH ADMIN. R. R 8 6 5 - 1 9 - 8 5 S .
A.

The p r i n t i n g a c t i v i t i e s c o n d u c t e d i n NAC's R e g e n t S t r e e t
p l a n t subsequent to the r e n o v a t i o n were s u b s t a n t i a l l y
s i m i l a r i n n a t u r e , c h a r a c t e r , a n d p u r p o s e t o NAC's p r i o r
activities.

NAC f a i l s
R865-19-85S

(A)(3)(a)

"substantially
prior

to qualify

history

of

t h e e x e m p t i o n u n d e r Utah Admin.

because

different

activities."

for

its

in nature,

Throughout

advertising

replacements

revenues

character,

or purpose

and c a p a b i l i t i e s
From f i n a n c i a l

p r o v i d e d b y NAC t o t h e T a x C o m m i s s i o n p u r s u a n t
the

revenue h i s t o r y

following

from

not

the evidence presented

r e n o v a t i o n was n o t i c e a b l y a b s e n t .

investigation,

are

table

from

b y NAC,

prior

to

the

the

information

t o an

s u m m a r i z e s NAC's

audit
advertising

1987 t h r o u g h

1990:

1987

1988

1989

1990

ADVERTISING REVENUE

$ 59,418,814

59,372,623

60,406,535

59,415,314

CIRCULATION REVENUE

$ 20,683,329

20,748,598

20,921,297

21,511,227

OTHER REVENUE

$

1,124,058

2,405,309

2,859,556

2,246,967

TOTAL REVENUE

$ 81,226,201

82,526,260

84,187,388

83,173,507
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R.

Advertising revenue made up the following percentages of
NAC's total revenue:
1987

1988

1989

1990

73.2%

71.9%

71.8%

71.4%

(Exhibits R-4, R-5.)
The language of the NAC's Brief implies that advertising
revenues increased dramatically with a claimed increase in
printing capacity.

However, in reality, the percentage

relationship between total advertising revenues and circulation
revenues virtually remained the same.
7.)

(Exhibits. R-4 through R-

(Exhibits R-4 through R-7 are attached as Addendum III).
Advertising revenue figures provided by NAC included the

following classifications of advertising:

retail, national,

general, classified-contract, classified-transient, legal, and
preprints.

(Exhibits R-4, R-5, R-6.)

These exhibits verify that

commercial printing was not a "new" operation to NAC.

Preprints

constituted 10.6% of total revenue in 1988, 9.8% in 1989, and
10.1% in 1990.

(Preprints were not itemized in 1987.) (Exhibits

R-4 through R-7.)
These figures demonstrate that the nature of the NAC's
business has not measurably changed since the renovation project
began.

NAC has continued to print newspapers, preprints and

advertisements both before and after the renovation.
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The Regent

Street location continued to publish the Salt Lake Tribune and
Deseret News.

(Transcript at 175-76.)

Subsequent to the

renovation, the national publication USA Today was published at
the Gale Street location and was not included in the percentage
figures listed above.

(Transcript at 97-98.)

From this

analysis, the replacement of presses, although extensive in
nature, was a normal operating replacement as defined by Utah
Admin. R. R865-19-85S(A)(6).
The Petitioner apparently excludes the word "operation" from
"new and expanding."

In their briefs, Petitioner and Amici

promote the theory that the Tax Commission will only allow "new
products" to be exempt. By injecting the concept of "new product"
into the Tax Commission's Final Decision, the Petitioner and
Amici tempt this Court to chase a red herring.

The Commission

has never, by rule or otherwise, introduced a new product
requirement. (See p. 5 of Amici's Brief).
misstates the decision.

Such an approach

Prior to the renovation, the Commission

found, NAC's operation was substantially the same as it is now.
B.

NAC Conducted Its Printing Activities In The Same
Physical Plant Location Both Before And After The
Renovation Of The Regent Street Plant.

NAC misconstrues the intent of the Utah Admin. R. R865-1985S(A)(3)(b) by spending a great deal of time trying to explain
how it "constructed a new plant."
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The rule does not ask if a new

plant has been constructed, but focuses on whether NAC's postrenovation printing activities have been "begun in a new physical
plant location in Utah."

Utah Admin. R. R865-19-85S(A)(3)(b)

(1993) (emphasis added).
The evidence presented by NAC in Petitioner's Brief begs the
question addressed by the Administrative Rule since at no time
did NAC's plant change its location.
Transcript at 55.)
three presses.

(Record at 22-23, 30-32;

Prior to the renovation of its plant, NAC had

At the conclusion of the renovation, NAC still

had three presses.

The presses utilized by NAC subsequent to the

renovation were located within the same physical property owned
by NAC prior to the renovation.
three operating presses.

NAC had a continuing need for

NAC had to operate all three presses to

meet the demands of publishing two weekend edition newspapers.
Even if the word "location" were deleted from the Admin. R.
R865-19-85S(A)(3)(b), NAC could not qualify as a new or expanding
operation under this definition since it did not create a "new"
plant, but simply upgraded its prior operation; the overall work
product produced by NAC's Regent Street plant did not change.
The speed, quality, and capacity to perform the work may have
increased, but the overall work product remained substantially
the same.

(Record at 23; Transcript at 176-83.)

NAC produced

newspapers and advertisement publications in 1987.
19

(Record at

2 2.)

In 199 2 they continued to do the same.

Exhibit P-19; Transcript at 147, 163-64.)

(Record at 33;

Consequently, the

Court should affirm the Decision of the Tax Commission that NAC
failed to show new or expanding operations begun on in a new
physical plant location in Utah,
C.

The Modifications To 1978 Press And The Purchases Of
The Goss Headliner Presses Were "normal operating
replacements" Within The Meaning Of Admin. R. R865-1985S.

Section 59-12-104(15) of the Utah Code provides that
"[s]ales . . . of machinery and equipment purchased . . .

by a

manufacturer for use in new or expanding operations (excluding
normal operating replacements, which includes replacement
machinery and eguipment even though they may increase plant
production or capacity, as determined by the commission) in any
manufacturing facility in Utah" is exempt from sales and use tax.
Utah Code Ann. § 59-12-104(15) (Supp. 1993) (emphasis added).
The express language of the statute provides that the sale of
machines purchased for use in new or expanding operations,
excluding normal operating replacements, will be exempt from
sales and use tax.

Utah Code Ann. § 59-12-104(15) (Supp. 1993).

The Legislature has expressly defined normal operating
replacements to include all "replacement machinery and equipment
even though they may increase plant production or capacity."

20

Utah Code Ann. § 59-12-104(15) (Supp. 1993).
The Tax Commission has promulgated Utah Admin. R. R865-1985S(A)(6) to define"normal operating replacement:"
"Normal operating replacements" means machinery or equipment
which replaces existing machinery or equipment of a similar
nature even if the use results in increased plant production
or capacity.
(a) If new machinery or equipment is purchased or leased
which has the same or similar purpose as machinery or
equipment retired from service within twelve months
before or after the purchase date, such machinery or
equipment is considered as replacement and is not exempt.
(b) If existing machinery or equipment is kept for backup or infrequent use; new, similar machinery or equipment
purchased would be considered as replacement and is not
exempt.
Several factors confirm that the renovation project was
merely a normal operating replacement:
1.

Prior to the renovation NAC published two
newspapers. Afterward, they still published
two newspapers.
(Record at 21-22, 33;
Transcript at 176.)

2.

Prior to the renovation of the Regent Street
plant, all existing presses were operable an I
still in use. (Record at 23, 33; Transcript
at 33, 36-37, 69-71, 76-77, 95-96.)

3.

The income history has not changed in the
overall operation. Those sources existed both
before and after the renovation. (Transcript
at 151-53, 176-80; Exhibits R-4 through R-7.)

4.

The incentive behind the renovation was the
business
necessity
of
competing
with
television and other forms of print
advertising, not a desire to branch into a new
21

area
of
business
or
to diversify
its
operation.
(Record at 22, 30; Transcript at
24-25, 30, 36-37, 95-96, 146, 148, 174, 176.)
5.

The methods
related
to its
advertising
operations have not changed. (Record at 33;
Transcript at 29-30, 87-88, 90-93, 163-64,
166. )

6.

Advertising contracts have not increased since
the renovation. (Record at 22-23; Transcript
at 94, 146-51, 153-57, 162-63.)

7.

Four color printing capability existed before
the renovation.
Color comics as well as
commercial preprint were printed by NAC prior
to its renovation. (Transcript at 71, 85-88.)

8.

Although some real estate (next to the preexisting building) was purchased, it was the
dock and shipping operation which moved into
the new real estate.
(Record at 23;
Transcript at 56-58, 60.)

9.

All printing functions subsequent to the
renovation were performed on the same premises
used prior to the renovation. (Record at 23,
30-32; Transcript at 38, 46-47, 50, 55, 57-58,
62-63, 69, 162-63.)

NAC identifies some of the improvements which exist through
the renovation of the Regent Street Plant.

First, press capacity

appears to have increased in some cases (Record at 23; Transcript
at 53.).
spadia)

Second, some types of cuts and folds (i.e. gatefold and
were

available

available

previously.

after
Third,

the

renovation

newer,

fancier

which
facades

were

not

on

the

newspapers and advertisements were possible after the renovation.
(Record at 23; Transcript at 78-83, 151-53, 176-183.)
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These changes, however, do not support NAC's contention that
these capabilities materially change the nature, character, or
purpose of the activities conducted by NAC. However, the nature of
the process remains the same:
printed media.

the conveyance of idean through

NAC contends that the equi pment and machinery

purchased for the Regent Street plant cannot be construed as normal
operating replacements because the presses which were replaced were
in good working order and could have continued printing newspapers
indefinitely.

(NAC's Brief at 35.)

NAC's argument however is flawed.

In interpreting statutory

language, "[e]ach term in a statute should be interpreted according
to its usual and commonly accepted meaning.
are used in their ordinary sense.'1

We presume that words

State v. Paul, 860 P. 2d 992,

993 (Utah Ct• App. 1993).
The

plain

meaning

of

the

phrase

"normal

operating

replacements" and its definition by the Tax Commission do not
support

NAC's

contention

that equipment

or machinery must

be

purchased solely to replace equipment that is either obsolete or
worn-out

in

replacement.

order
The

to
Tix

be

construed
Commission

as
made

a

normal
ro

such

operating
finding.

Accordingly, the Court should affirm the Commission's Decision that
NAC purchased normal operating replacements.
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CONCLUSION
A market driven, competition enduring, technological upgrade
is a cost of doing business.

Purchases of eguipment or machinery

to replace other existing machinery and equipment constitute normal
operating replacements-

Here, NAC's purchase of equipment and

machinery for its Regent Street Plant constituted normal operating
replacements.

Prior to NAC's renovation of its Regent Street

Plant, NAC was engaged in the business of printing newspapers and
advertisements.

Subsequent to the renovation, NAC still continues

to print newspapers and advertisements. The nature, character, and
purpose of NAC's business operations have not substantially changed
from NAC's prior activities.

Instead, the changes to the Regent

Street plant represent NAC's attempt to modernize its facilities.
Thus,

NAC

is

not

entitled

to

an

exemption

which

has

legislatively designated^:or new or expanding operations.
DATED this

) ( / ^ a y of November 1994.

GALE "K. FRANCIS
Assistant Attorney General
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ADDENDUM I

BEFORE THE UTAH STATE TAX COMMISSION
NEWSPAPER AGENCY CORPORATION, )
FINDINGS OF FACT,
CONCLUSIONS OF LAW,
AND FINAL DECISION

Petitioner,
v.

Appeal No. 92-0328
AUDITING DIVISION OF THE
UTAH STATE TAX COMMISSION,

Account No. 01146
Tax Type: Sales & Use

Respondent.

STATEMENT OF CASE
This appeal came before the Utah State Tax Commission for
a formal hearing on July 14 and 15, 1993. Val Oveson, Chairman of
the Commission, Joe Pacheco and Alice Shearer, Commissioners, and
Alan Hennebold, Administrative Law Judge, heard the matter on
behalf of the Commission.
Petitioner Newspaper Agency Corporation ("NAC" hereafter)
was represented by attorneys William B. Bohling and Bruce E.
Babcock,

of

Jones, Waldo, Holbrook

Sonnenreich, NAC's General Counsel.

& McDonough,

and

Sharon

Respondent Auditing Division

("the Division") was represented by Gale Francis, Assistant Utah
Attorney General.
Based on the evidence presented at the hearing, the Tax
Commission hereby makes its:
FINDINGS OF FACT
1.

The tax in question is sales and use tax.

nnnnihnon
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2.

The period in question is July 1, 1988 through June

30, 1991.
3. On December 24, 1991, the Division assessed NAC with
additional sales and use tax of $919,314.49, penalty of $91,931.45,
and interest at the statutory rate of 12% per annum.

On March 15,

1993, the Division amended its assessment by reducing the amount of
tax

to

$83 9,609.21, withdrawing

the penalty

assessment, and

recomputing interest accordingly.
4.

Of the $83 9,6 09.21 in tax imposed by the amended

assessment, $710,24 0.90 arises from NAC's purchase of machinery and
equipment for re-equipping its newspaper production plant located
at Regent Street

in downtown Salt Lake City.

The Division

describes the balance of the tax, $129,368.31, as arising from
NAC's payments for repairs to its equipment.
5.

NAC filed a timely appeal coi}testing all of the tax

arising from purchases of machinery and equipment and a portion of
the tax on repairs.

NAC also requested a refund of $687,299.99,

plus interest, for tax it had already paid on purchases of
machinery and equipment for the Regent Street plant.
6. Incidental to the main points of its appeal, NAC also
seeks refund of sales tax paid on natural gas used at its Gale
Street plant.
7.

NAC was

formed

in 1952 by

the

Kearns-Tribune

Corporation and the Deseret News Publishing Corporation.
-2-
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provides printing, advertising and circulation services for both
newspapers from the Regent Street plant.
8.

During the mid-19807s, NAC decided to modernize its

printing plant. The decision was prompted by two motives: First,
modernization would permit faster and higher quality printing of
the Salt Lake Tribune and Deseret News. Second, it would allow NAC
to print

local

editions

of

national

newspapers,

advertising

supplements ("preprints"), and other contract printing.1
9.

NAC had occasionally done contract printing in the

past, but was not competitive in that field due to limited capacity
and inadequate quality.
10.

Having decided to modernize, NAC faced another

decision: Whether to reconstruct the Regent Street plant or build
a new plant somewhere else.

NAC chose to reconstruct its Regent

Street plant in order to maintain its presence in the city center
and contribute to the economic health of the downtown area.
11. NAC reconstructed and re-equipped the Regent Street
plant during the audit period. The existing building was expanded
by approximately 25% on property already owned by NAC.

Forty

percent of the building's walls were rebuilt. A new foundation was
built to support new printing presses.
1

New plumbing, electrical,

"Preprints" are advertising supplements that are printed
separately from the newspapers in which they appear. "Contract
printing" is commercial printing unrelated to the newspaper.
-3-
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ventilation,

and

cooling

systems, as well

as

dust

and

ink

collection systems, were installed,
12.

NAC also purchased additional adjacent land for

loading docks and truck parking.
13.

NAC's cost to reconstruct its plant was 95% of what

an entirely new building would have cost.

The only significant

saving was NAC's ability to use land which it already owned.
14.

Before reconstruction, the Regent Street plant

contained two letter presses and one offset press.

The letter

presses were removed from service, the existing offset press was
reconfigured, and two new offset presses with supporting machinery
and equipment were added.

The cost of equipment for the Regent

Street plant was 80% of the cost to equip a new plant.
15.

Reconstruction of the Regent Street plant increased

NAC's newspaper printing capacity by 20% and its total printing
capacity by two-thirds.
16.

In addition to increased capacity, new equipment at

the Regent Street plant allowed NAC to produce advertising formats
such as "gatefold" and "spadia" that had not been technically
possible before.
17.

As a result of NAC's improved quality and increased

capacity, it is able to compete for preprint and contract printing.
18.

With respect to assessment of sales tax on repairs,

NAC challenges the tax on the following items:
-4-
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a.

$7,237.92, paid

to Rockwell

International

for

consulting and repair on NAC's 1978 offset press.
b.

$807.05 paid to Collier-Jackson.

c.

$2,906 paid to Fincor for press motor repair.

d.

$4,352.33 paid to Harvey Hrcho for service to press.

e.

$4,496.16 paid to Rockwell International for repair

of a "folder".
f.

$2,516.58 paid to Ryco for service to the dampening

g.

$8,700 paid to Unison for service to transformers at

system.

the Regent Street site.
h.

Payment of $10,681.25 as partial payment for a

humidification system for the Regent Street project.
i.

$31,810 paid to Ryco as 50% of the amount due on a

dampening system for one of NAC's new presses.
j.

An additional $31,810 paid to Ryco as 50% of the

amount due on a dampening system for one of NAC's new presses.
k.
19.

$22,808.50 paid to Mirachem for "spare parts, etc".
During the audit period, NAC paid sales tax on

natural gas purchased from Mountain Fuel Company and used at its
Gale Street plant.
20. The Commission originally scheduled this matter for
hearing on October 5, 1992. The Audit Division requested that the
hearing date be vacated to allow further discovery. The Commission
-5-
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rescheduled the hearing for November 30, 1992. NAC then asked for
a continuance for two reasons:

First, to allow review of a

proposed amended audit and the Commission's decision on NAC's
Motion For Partial Summary Judgment; and second, to allow NAC to
decide whether it would pay the assessed tax under protest and then
file an action to recover the tax in the district court.

NAC

ultimately decided to forego the district court proceeding, but did
not advise the Commission of its decision until early 1993.

The

Commission suggested that the hearing be scheduled during May,
1993. The parties were unable to accommodate that hearing date and
instead chose July 13, 1993. The hearing was actually held on July
14, 1993.
CONCLUSIONS OF LAW
Section 103(1) of Utah's Sales and Use Tax Act (Utah Code
Ann. §59-12-101 et seq.) levies a tax on the purchaser for the
amount paid or charged for the following:
(a) retail sales of tangible personal property
made within the state;
(c) gas, electricity, heat, coal, fuel oil, or
other fuels sold or furnished for commercial
consumption;
I
(g) services for repairs or renovations of
tangible personal property or services to
install
tangible
personal
property
in
connection with other tangible personal
property;

-6-
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Section

104 of the Act, in effect during

the

audit

period2, exempts the following sales and uses from tax:
(16)
Sales or leases of machinery and
equipment
purchased
or
leased
by
a
manufacturer for use in new or expanding
operations
(excluding
normal
operating
replacements,
which
includes
replacement
machinery and equipment even though they may
increase plant production or capacity, as
determined
by
the
commission)
in
any
manufacturing facility in Utah.
Normal
operating
replacement
shall
include
replacement machinery and equipment which
increases plant production or capacity. . . .
For
purposes
of
this
subsection,
the
commission shall by rule define "new or
expanding operations". . .
Section 104(16) authorizes the Commission to define the
term "new or expanding operations".

In Administrative Rule R865-

19-85S.A.3., the Commission has defined the term as follows:
"New
or
expanding
operations"
means
manufacturing,
processing,
or
assembling
activities which:
a)
are substantially different in nature,
character, or purpose from prior activities;
b) are begun in a new physical plant location
in Utah; or
c)
increase production or capacity.
This
definition is subject to limitations dealing
with normal operating replacements.

2

Section 104(16) was renumbered as (15) and the second
sentence was deleted by amendment effective July 1, 1991.
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Section 104(16) also authorizes the Commission to define
the term "normal operating replacements".

Rule R865-19-85S.A.6.

defines "normal operating replacements" as:
[M]achinery or equipment which replaces
existing machinery or equipment of a similar
nature, even if the use results in increased
plant production or capacity.
a) If new machinery or equipment is purchased
or leased which has the same or similar
purpose as machinery or equipment retired from
service within 12 months before or after the
purchase date, such machinery or equipment is
considered as replacement and is not exempt.
b) If existing machinery or equipment is kept
for back-up or infrequent use; new, similar
machinery or equipment purchased would be
considered as replacement and is not exempt.
The Commission's Rule R865-19-85S.B.1. further defines
the proper application of §104 (16)'s exemption for manufacturing
equipment, as follows:
The machinery and equipment exemption applies
only to tangible personal property. It does
not apply to real property or to tangible
personal property which is purchased and
becomes an improvement to real property. The
exemption does not apply to charges for labor
to repair, renovate, or clean machinery or
equipment.
i

The Commission has also adopted Rule R865-19-51S.C. ,
pertaining to assessment of sales tax on charges for labor used in
the installation or repair of tangible personal property, as
follows:
Charges for labor to install personal property
in connection with other personal property are
-8-
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taxable
(see Rule
R865-19-78S)
whether
material is furnished by seller or not.
The "tax imposing" provisions of Utah's Sales and Use Tax
Act are construed

in favor of the taxpayer.

provisions of the Act are strictly construed.

The exemption
Parsons Asphalt

Products v. State Tax Commission, 617 P.2d 397, 398 (Utah 1980) .
For reasonable cause, the Commission may waive, reduce,
or compromise any assessment of penalty or interest.

(Utah Code

Ann. §59-1-401(8).)
DECISION AND ORDER
The sales tax which NAC appeals comes from three distinct
categories of transactions.

The first is NAC's purchase of

machinery and equipment for its Regent Street facility. The second
is NAC's purchases of miscellaneous equipment and repairs.

The

third, and by far the smallest, is NAC's purchase of natural gas
for use at its Gale Street plant.

In addition to the foregoing

categories, NAC asks the Commission to waive interest which has
been assessed against it.

Each of these categories is discussed

below.

-9-
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I.

Purchases of Machinery and Equipment for Regent Street Plant
NAC acknowledges that its purchases of machinery and

equipment fall within the terms of §103 of the Sales and Use Tax
Act and are subject to sales tax unless specifically exempted by
some other provision of the Act.
that purpose.

NAC relies upon §104(16) for

Because NAC is seeking an exemption from tax, it

must show that it falls squarely within the terms of §104(16).
Section 104(16) establishes four conditions for exemption
from tax:

(1) The items must be machinery or equipment; (2) they

must be purchased by a manufacturer; (3) they must be used in a
manufacturing facility in Utah; and (4) they must be used in a new
or expanding operation.

The parties have stipulated, and the

Commission agrees, that NAC meets the first three of the foregoing
conditions. The only question that remains is whether the subject
machinery and equipment are used in a "new or expanding11 operation.
The Commission has specific statutory authority to define
the

term

"new

or

expanding

operation".3

The

Commission's

definition is found in Rule R865-19-85S.A.3., which limits "new or
expanding" operations to those which are:
i

(1)

substantially different in nature, character, or

purpose from prior activities;

U t a h Code Ann.

§59-12-104(15).
-10-
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(2)
(3)

begun in a new physical plant location in Utah; or
increase production or capacity, subject to the

Commission's definition of "normal operating replacements". If NAC
satisfies

any

one

of

the

foregoing

conditions,

it meets

the

requirement of a "new or expanding operation".
Rule R85S.A.3.'s first criterion is that the machinery
and

equipment

be

used

in

activities

that

are

substantially

different in nature, character, or purpose from prior activities.
NAC points to the improvement in newspaper quality that results
from its new equipment. NAC also points to the equipment's ability
to produce
"spadia".
new

special advertising

formats such as

"gatefold"

and

NAC further points to its ability, resulting from the

machinery

and

equipment,

to

compete

for

"preprint"

and

"contract" printing jobs.
In the Commission's view, the foregoing activities are
not substantially different from NAC's prior activities.

Rather,

they represent the incremental movement of the newspaper industry
into an era where newspapers are of higher quality.

The Commission

finds NAC's activities along these lines to be evolutionary in
nature and not substantially different from prior activities.
Rule R85S.A.3.'s second criterion for a "new or expanding
operation" is that the machinery or equipment be used at "a new
physical plant location in Utah".

The term "location" is commonly

defined as "a tract of land designated for a purpose".
-11-
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New Collegiate Dictionary).

As previously noted, tax exemption

provisions must be construed strictly against the exemption.

In

view of the plain language of Rule R85S.A.3 and the well-settled
standards for construction of exemption provisions, the Commission
concludes that NAC did not use the machinery and equipment in
question at a new location.
NAC argues that the requirement of a "new location" in
the foregoing test improperly restricts the scope of the statutory
exemption. In particular, NAC argues that since §104(16) grants an
exemption to otherwise qualifying machinery and equipment used in
any manufacturing facility in Utah, the Commission may not use "new
location" as a test to determine whether an enterprise is a "new
and expanding operation".
The Commission is not persuaded by NAC's argument.

The

Commission has specific authority under §104(16) to define "new and
expanding operation".

The Commission exercised that authority by

including a "new location" test as one of several alternatives
tests.

If as claimed by NAC, the "new location" test is in error

and is therefore omitted, N A C s claim to exemption must be judged
by the two remaining tests set forth in Rule R85S.A.3. NAC would
be in no stronger position than it is now.

Consequently, the only

way for NAC to benefit from its attack on the "new location" test
is if the test is selectively rewritten by removing the word
"location", but leaving the remainder of the test intact.
-12-
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transformation of the rule is contrary to both the legislative
intent underlying §104(16) and the Commission's purpose in adopting
the "new location" test.
While the location test as it now exists must be applied
to this appeal, this proceeding raises the question of whether the
"location" test goes beyond the intent of §103(16).

If the

location test is too broad, the argument goes, it should be removed
from Rule R85S.A.3.

The Commission expresses no view on that

issue. Any possible changes must be reserved for future rulemaking
and are not material to this appeal.
The Commission recognizes that NAC chose to remain at
Regent Street for the most laudable civic motives. NAC's decision
is undoubtedly a significant benefit to Salt Lake City.

However,

§103 (16) 's exemption from sales tax does not turn upon a taxpayer's
motives, however lofty.

In summary, because the machinery and

equipment in question were used at the same location as NAC's
existing plant, NAC does not meet the second of Rule R85S.A.3.'s
tests for "new and expanding operations".
Rule R85S.A.3.'s third and final alternative test for
"new and expanding operation" recognizes machinery and equipment
used to "increase production or capacity, subject to limitations
dealing with normal operating replacements". Pursuant to statutory
authorization,

the

Commission

has

-13-
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replacements11.4 In substance, machinery and equipment that expands
capacity satisfies the "new and expanding operation", requirement
only if the machinery and equipment does not replace existing
machinery or equipment of a similar nature.
NAC's new offset presses and auxiliary equipment were
placed in a plant that had previously consisted of an offset press
and

two letter presses.

While

the new offset

presses and

supporting equipment offer superior quality and greater capacity
than the old letter presses, the basic purpose and actual use of
both types of presses is the same: they produce daily newspapers.
The Commission therefore concludes that NAC's new machinery and
equipment is similar in nature to its old equipment and fails to
meet the third alternative test of Rule R85S.A.3. for "new or
expanding operation".
Based on the foregoing, the Commission concludes that
NAC's purchases of machinery and equipment for its Regent Street
plant fail to meet any one of Rule 85S.A.3.'s three definitions of
a "new or expanding operation" and therefore do not qualify for
exemption from sales tax under §104(16).
As a final point, NAC cannot argue that it misunderstood
the application of the Sales Tax Act to the Regent Street project.
4

Rule R865-19-85S.A.6, defining
"normal operating
replacements" is set forth in full in this decision's Conclusions
of Law.
-14-
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The terms of §104(16) and the applicable regulations were in effect
before NAC started the project.

At that time, NAC believed its

purchases of machinery and equipment were taxable, as evidenced by
the fact that NAC paid the tax for the first part of audit period.
It is clear that NAC undertook the Regent Street project with full
knowledge of the sales tax consequences of the project.
II.
The

second

Tax on Charges for Repair
part

of

NAC's

appeal

pertains

to

the

assessment of tax on what the Division describes as "charges for
repairs".

Although many separate items were included in this

portion of the Division's audit, NAC has presented

evidence

challenging the taxability of only 11 individual items.
Of the 11 items in dispute, the following 7 items can be
categorized as charges for services to install or service machinery
or equipment:
a.

$7,237.92, to Rockwell International for consulting

and repair on NAC's 1978 offset press;
b.

$807.05 to Collier-Jackson;

c.

$2,906 to Fincor for press motor repair;

d.

$4,352.33 to Harvey Hrcho for service to press;

e.

$4,496.16 to Rockwell International for repair of a

f.

$2,516.58 to Ryco for service to the dampening

"folder";

system; and
•15-
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g.

$8,700 to Unison for service to transformers at the

Regents Street site.
Section 103(1)(g) of the Sales and Use Tax Act levies a
tax on the amount paid for repairs, renovations or installation of
tangible personal property in connection with other tangible
personal property.

NAC argues that the foregoing tax does not

apply to the 7 items listed above because such items represent
services to real property, not personal property.

However, the

evidence establishes that the property which was serviced or
repaired was severable from the underlying real property.

Such

property therefore retains its character as personal property. The
Commission therefore concludes that charges for services to such
personal property are subject to sales tax.
Three of the items contested by NAC are charges for the
purchase of machinery or equipment installed at the Regent Street
plant:
h.

$10,681.25 for a humidification system;

i.

$31,810 as part payment for dampening system; and

j.

an additional $31,810 for the dampening system.

Because the foregoing three items are purchases of equipment for
the Regent Street plant, the Commission finds such items to be
subject to tax for the same reasons as discussed under Point I of
this decision, above.

-16-
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The final individual item contested by NAC (item k) is
$22,808.50 paid to Mirachem for "spare parts, etc".

Section

103(1) (a) of the Act specifically taxes retail sales of tangible
personal property made within the state.

NAC has failed to

establish that its Mirachem transaction falls within any of the
exemption provisions of the Act.

The transaction is therefore

taxable.
Ill.

Purchase of Gas from Mountain Fuel Supply Co.

During the audit period, NAC purchased natural gas from
Mountain Fuel Supply for use at its Gale Street plant.

Mountain

Fuel collected sales tax from NAC on such purchases.
At the hearing in this matter, NAC asked the Commission
to grant a refund of the tax paid with respect to such natural gas,
on the grounds the gas was not used for "commercial" purposes and
is therefore not subject to tax under the Sales And Use Tax Act.
The Division does not argue that NAC was liable for the tax, but
argues that the tax on gas is not a part of the Division's audit,
which is the subject matter of this proceeding.

The Division

further argues that NAC should follow established procedures by
filing a refund claim with Mountain Fuel,
Given that NAC's sales tax liability for the audit period
is at issue, the Commission sees no substantial reason to refrain
from granting NAC a refund for improperly paid sales tax on gas
purchases during the audit period.
-17-
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IV.

Interest

The Commission is given discretion by Utah Code Ann. §591-401 to waive interest "for reasonable cause".

NAC argues that

interest should be partially waived in this case because of the
Division's failure to promptly attend to discovery, resulting in a
delay of the hearing for several months.

NAC could have avoided

interest charges by paying the tax, subject to the outcome of this
appeal.

While it is true that the Auditing Division delayed the

hearing from early October 1992 until late November 1992, it is
also true that thereafter, NAC failed to notify the Commission of
its intention to proceed. Also, scheduling difficulties with both
parties caused additional delay.

In the Commission's view, the

foregoing circumstances do not constitute reasonable cause to abate
the interest assessed in this matter.
Summary
The Commission finds that NAC s purchases of machinery
and equipment for the Regent Street plant are not exempt from sales
tax under §59-12-104(16) of Utah's Sales and Use Tax Act, and are
subject to sales tax pursuant to §59-12-103 of the Act.

Those

items identified in Part II of this decision are likewise subject
to tax pursuant to §59-12-103 of the Act. NAC is granted a refund
of sales tax paid on gas purchases during the audit period. NAC's
request for waiver of interest is denied.

-18-
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will issue an amended audit in conformity with this decision,

It

is so ordered.
DATED this , ^ 7

day of JLi^j^rf/^U-

1993.

BY ORDER OF THE UTAH STATE TAX COMMISSION.

\A)tjJeJl

Qj*+s^^^
*-*3Tog*r ft. Tev
Commissioner

W. Val Oveson
Chairman

DISSENTS IN PART .<0,**e

V%,\

Alice Shearer
Commissioner

5e B. Pacheco
Commissioner

A"
DISSENT
After hearing the testimony

in this appeal, having

examined all the exhibits and the written submittals from both
parties and having deliberated upon them as well as other cases
concerning this statute (Utah Code Ann. §59-12-104(16)) I conclude
that:
1) NAC has established by uncontroverted testimony and
evidence that the expenditures in question do not constitute
"normal operating replacements".

The demonstrated increases in

production, capacity and capability, noted in paragraphs 15 and 16
of the majority decision's findings of fact, exceed those that
-19-
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would

be

an

incidental

and

anticipated

result

of

replacing

equipment that is obsolete and/or worn out.
2) This appeal

should be upheld and

the exemption

granted.

Q li l^SlvLOMt/
Alice Shearer
Commissioner

NOTICE: You have twenty (20) days after the date of the final
order to file a request for reconsideration or thirty (30) days
after the date of final order to file in Supreme Court a petition
for judicial review.
Utah Code Ann. §§63-46b-13(1), 63-46b14(3) (a) .
.vi G O ; * ' ^
AH/p#2~0328 fof

wf C~t'L ! i
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MAILING CERTIFICATE
I hereby certify that I mailed a copy of the foregoing
Decision to the following:
Newspaper Agency Corporation
c/o William B. Bohling
JONES WALDO HOLBROOK & MCDONOUGH
170 South Main, Suite 1500
Salt Lake City, UT
84101
Craig Sandberg
Deputy Director, Auditing
Heber M. Wells Building
Salt Lake City, UT
84134
Kim Thorne
Director, Auditing Division
Heber M. Wells Bldg.
Salt Lake City, UT
84134
Gale Francis
Assistant Attorney General
50 South Main, #900
Salt Lake City, UT
84144
DATED this

J&

day of

L z ^ / t / ^

Secretary
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ADDENDUM

II

UTAH CODE ANNOTATED SECTION 59-1-610 (1993)
(1) When reviewing formal adjudicative proceedings
commenced before the commission, the Court of Appeals or
Supreme Court shalls
(a) grant the commission deference concerning
its written findings of fact, applying a
substantial evidence standard on review; and
(b) grant the commission no deference
concerning its conclusions of law, applying a
correction of error standard, unless there is
an explicit grant of discretion contained in a
statute at issue before the appellate court,
(2) This section supercedes Section 63-46b-16 pertaining
to judicial review of formal adjudicative proceedings.

UTAH CODE ANNOTATED SECTION 59-12-103(1(A) (1992)
(1) There is levied a tax on the purchaser for the amount
paid or charged for the following:
(a) retail sales of tangible personal property
made within the state; . . •

UTAH CODE ANNOTATED SECTION 59-12-104(15) (Supp. 1993)
The following sales and uses are exempt from the taxes
imposed by this chapter:
(15) sales or leases of machinery and
equipment
purchased
or
leased
by
a
manufacturer for use in new or expanding
operations
(excluding
normal
operating
replacements, which
includes replacement
machinery and equipment even though they may
increase plant production or capacity, as
determined
by
the
commission)
in
any
manufacturing facility in Utah* Manufacturing
facility means an establishment described in
SIC Codes 2000 to 3999 of the 1987 Standard
Industrial Classification Manual, of the
federal Executive Office of the President,
Office of Management and Budget. For purposes
of this subsection, the commission shall by
rule define "new or expanding operations" and
"establishment."
By October 1, 1991, and
every five years thereafter, the commission
shall
review
this
exemption
and
make
recommendations to the Revenue and Taxation
Interim Committee concerning whether the
exemption should be continued, modified, or
repealed. In its report to the Revenue and
Taxation Interim Committee, the tax commission
review shall include at least:
(a) the cost of the exemption;
(b) the purpose and effectiveness of
the exemption; and
(c) the benefits of the exemption to
the state; . . . .

R865-19S-85. Machinery and Equipment Exemption For Use In Certain
Manufacturing Facilities Pursuant to Utah Code Ann. Section
59-12-104.
R865-19S-85. Machinery and Equipment Exemption For Use In Certain
Manufacturing Facilities Pursuant to Utah Code Ann. Section
59-12-104.
A. Definitions:
R865-19S-85. Machinery and Equipment Exemption For Use In Certain
Manufacturing Facilities Pursuant to Utah Code Ann. Section
59-12-104.
1.
"Machinery" means electronic or mechanical machines
incorporated into a manufacturing or assembling process from the
initial stage where actual processing begins, through the
completion of the finished end product, and including final
processing, finishing, or packaging of articles sold as tangible
personal property. This definition includes automated material
handling and storage machinery when that machinery is part of the
integrated continuous production cycle.
R865-19S-85. Machinery and Equipment Exemption For Use In Certain
Manufacturing Facilities Pursuant to Utah Code Ann. Section
59-12-104.
2. "Equipment" means any independent device separate from any
machinery but essential to an integrated or continuous
manufacturing or assembly process or any subunit comprising a
component of any machinery or auxiliary thereof, including such
items as dies, jigs, patterns, molds, and similar items used in
manufacturing, processing, or assembling. Qualifying equipment
also includes devices necessary to the control or operation of
machinery and equipment qualifying under this rule even though not
located in the specific manufacturing area.
R865-19S-85. Machinery and Equipment Exemption For Use In Certain
Manufacturing Facilities Pursuant to Utah Code Ann. Section
59-12-104.
3.
a)
"New or expanding operations" means manufacturing,
processing, or assembling activities that:
R865-19S-85. Machinery and Equipment Exemption For Use In Certain
Manufacturing Facilities Pursuant to Utah Code Ann. Section
59-12-104.
(1) are substantially different in nature, character, or purpose
from prior activities;
R865-19S-85. Machinery and Equipment Exemption For Use In Certain
Manufacturing Facilities Pursuant to Utah Code Ann. Section
59-12-104.
(2) are begun in a new physical plant location in Utah; or
R865-19S-85. Machinery and Equipment Exemption For Use In Certain
Manufacturing Facilities Pursuant to Utah Code Ann. Section
59-12-104.
(3) increase production or capacity.
R865-19S-85. Machinery and Equipment Exemption For Use In Certain
Manufacturing Facilities Pursuant to Utah Code Ann. Section
59-12-104.

b) The definition of new or expanding operations is subject to
limitations dealing with normal operating replacements.
R865-19S-85. Machinery and Equipment Exemption For Use In Certain
Manufacturing Facilities Pursuant to Utah Code Ann. Section
59-12-104.
4.
"Manufacturer" means a person who functions within the
activities included in SIC codes 2000 - 3999 of the 1987 Standard
Industrial Classification Manual, of the federal Executive Office
of the President, Office of Management and Budget.
R865-19S-85. Machinery and Equipment Exemption For Use In Certain
Manufacturing Facilities Pursuant to Utah Code Ann. Section
59-12-104.
5. "Establishment" means an economic unit of operations that is
generally at a single physical location in Utah where qualifying
manufacturing activities are performed.
Where distinct and
separate economic activities are performed at a single physical
locationf each activity should be treated as a separate
establishment.
R865-19S-85. Machinery and Equipment Exemption For Use In Certain
Manufacturing Facilities Pursuant to Utah Code Ann. Section
59-12-104.
6. "Normal operating replacements" means machinery or equipment
that replaces existing machinery or equipment of a similar nature,
even if the use results in increased plant production or capacity.
R865-19S-85. Machinery and Equipment Exemption For Use In Certain
Manufacturing Facilities Pursuant to Utah Code Ann. Section
59-12-104.
a) If new machinery or equipment that is purchased or leased has
the same or similar purpose as machinery or equipment retired from
service within 12 months before or after the purchase date, that
new machinery or equipment is considered as replacement and is not
exempt.
R865-19S-85. Machinery and Equipment Exemption For Use In Certain
Manufacturing Facilities Pursuant to Utah Code Ann. Section
59-12-104.
b) If existing machinery or equipment is kept for back-up or
infrequent use, any new, similar machinery or equipment that is
purchased is considered as replacement and is not exempt.
R865-19S-85. Machinery and Equipment Exemption For Use In Certain
Manufacturing Facilities Pursuant to Utah Code Ann. Section
59-12-104.
7. "Improvement" is defined in Subsection 59-2-102(11).
R865-19S-85. Machinery and Equipment Exemption For Use In Certain
Manufacturing Facilities Pursuant to Utah Code Ann. Section
59-12-104.
B.
The machinery and equipment exemption applies only to
tangible personal property. It does not apply to real property or
to tangible personal property that is purchased and becomes an
improvement to real property. The exemption does not apply to
charges for labor to repair, renovate, or clean machinery or
equipment.
R865-19S-85. Machinery and Equipment Exemption For Use In Certain
Manufacturing Facilities Pursuant to Utah Code Ann. Section
59-12-104.

C. Machinery or equipment used for an activity that is not part
of the manufacturing process is not exempt. Examples of nonexempt
activities include:
R865-19S-85. Machinery and Equipment Exemption For Use In Certain
Manufacturing Facilities Pursuant to Utah Code Ann. Section
59-12-104.
1. research and development;
R865-19S-85. Machinery and Equipment Exemption For Use In Certain
Manufacturing Facilities Pursuant to Utah Code Ann. Section
59-12-104.
2. refrigerated or other storage of raw materials, component
parts, or finished product; or
R865-19S-85. Machinery and Equipment Exemption For Use In Certain
Manufacturing Facilities Pursuant to Utah Code Ann. Section
59-12-104.
3. shipment of the finished product.
R865-19S-85. Machinery and Equipment Exemption For Use In Certain
Manufacturing Facilities Pursuant to Utah Code Ann. Section
59-12-104.
D. Machinery or equipment with a useful economic or accounting
life of less than three years is not eligible for the exemption.
R865-19S-85. Machinery and Equipment Exemption For Use In Certain
Manufacturing Facilities Pursuant to Utah Code Ann. Section
59-12-104.
E.
Machinery or equipment purchased or leased for use in
activities that may qualify it for exemption, as well as in other
activities, will not lose the exemption if the use in nonqualifying
activities is determined to be de minimis. Nonqualifying activities
are activities such as maintenance or production of tangible
personal property that is not sold in arms-length transactions.
R865-19S-85. Machinery and Equipment Exemption For Use In Certain
Manufacturing Facilities Pursuant to Utah Code Ann. Section
59-12-104.
F. Sales of manufactured tangible personal property may be at
retail as defined in rule R865-19S-27 or at wholesale as defined in
rule R865-19S-29, but they must be arms-length sales for the
exemption to qualify. An arms-length sale is a transaction that
occurs in an open market, between unrelated parties, where neither
party is under duress to buy or sell.
R865-19S-85. Machinery and Equipment Exemption For Use In Certain
Manufacturing Facilities Pursuant to Utah Code Ann. Section
59-12-104.
G. The manufacturer shall retain records to support the claim
that the machinery and equipment are qualified for exemption under
the provisions of this rule.
R865-19S-85. Machinery and Equipment Exemption For Use In Certain
Manufacturing Facilities Pursuant to Utah Code Ann. Section
59-12-104.
H. A person may seek a declaratory judgment according to Tax
Commission Rule R865-1A-5 to determine whether any particular
purchase or lease qualifies for this particular exemption. If
denied, the Tax Commission may grant a hearing to reconsider the
request for a declaratory judgment under the provisions of Rule
R861-1A-13.

R865-19S-85. Machinery and Equipment Exemption For Use In Certain
Manufacturing Facilities Pursuant to Utah Code Ann. Section
59-12-104.
I. Vendors are required to obtain a tax exemption certificate
upon which the purchaser certifies that the use of the machinery or
equipment qualifies for exemption under Title 59, Chapter 12.

(c) 1990, 1991, 1993, 1994 By The Michie Company, A Division of The
Mead Corp.
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Ke«gt»per >^«ncv Corporation
Statement of Earnings
year Ended December Ji, 1917

Revenues (net of commission and dlicountt)
Advertising revenue
circulation revenue
Other revenue
Total Revenues
Operating Expenses
Salaries and wages
Employe* baneflta
Newsprint and Ink
Supplies
Administration
Transportation and delivery
Bad debte
Other Production, distribution, and
operating coata
Total Operating Expenses
Net faming* before federal
incoae taxee

5*,411,114
20,(13,329

11,226,201

20,006,(77
2,106,15*
14,96*,107
2,010,869
2,964,511
6,416,966
1,006.S00
4,937,922
54,215,416

i._ ,30 .§10/713.

Distributions to prlncipala:
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Deserst News Publishing Co.
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a N e t operating loss d e d u c t i o n (see instructions)
b

Special d e d u c t i o n s (Schedule C. line 20)

30

T a x a b l e I n c o m e . S u b t r a c t line 2 9 c f r o m line 2 8

31

T o t a l t a x (Schedule J . line 10)
Payments: i 1990 overrjayment credited to 1991

32
b

1991 es:«Tiated tax payments

c

Less

1

.

.

.

9 9 ' refund aoo'»ec for on Form 4466

e

T a x d e p o s i t e d w i t h F o r m 7004

f

Credit f r o m regulated i n v e s t m e n t c o m p a n i e s (attach F o r m 2439)

g

Credit for Federal tax o n fuels (attach F o r m 4136). See instructions

.

33

E s t i m a t e d tax penalty (see p a g e 4 of instructions). C h e c k if F o r m 2 2 2 0 «s a t t a c h e d

34

T a x d u e . If t h e total of lines 3 1 a n d 3 3 is larger than line 3 2 h . enter a m o u n t o w e d

35
36

O v e r p a y m e n t . If line 3 2 h <s larger than the total of lines 31 a n d 3 3 . enter a m o u n t overpaid
Enter a m o u n t y o f l i i n d 3 5 / y o u w a n t : C r e d i t e d t o 1 9 9 2 e s t i m a t e d tux
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EXHIBITM.

form 1120(1991)

Page 2

Cost of Goods Sold (See instructions)
1

Inventory at beginning of year

2

Purchases .

3

Cost of lebor

.

1

.

.

.
.

.

.

4a Additional section 263A costs (see instructions—attach schedoie)

.

.
.

. . .

2
3

. . . .

4a

.
.

.

b Other costs (attach schedule)
5

Total. Add lines 1 through 4b

6

Inventory at end of year

7

4b

.

i

Cost of goods sold. Subtract line 6 from line 5 Enter here and on line 2. page 1

.

.

.

.

5

6

[ 7

8a Check all methods used for valuing closing inventory
(t) &
(Hi) D

Cost

(li) D

Lower of cost or market as descnbed in Roqulat'ons section 1 471-4 (see instructions)

Wntedown of "subnormal" goods as descnbed in Regulations sectioi 1 471-2(c) (see instructions)

fiv) O Other (Specify method used and attach explanation ) •
b

.

....

•

Check rf the UFO inventory method was adopted this tax year for any goods (if checked, attach Form 970)

c

If the LIFO inventory method was used for this tax year, enter percentage (V amounts) of closing
Inventory computed under LIFO
.
. .
d Oo the rules of section 263A (for property produced or acquired for resale* apply to »he corporation?

•

95%

8c

. DYes

ONO

e Was there any change in determining quantities, cost or valuations betv.een opening and closing inventory? If "Yes "
attach explanation
.
LJ Yes

fSNo

kfl!T?!fn^l»|

(c) Soeoaf deductions
(a) < (b)

Dividends and Special Deductions (See instructions)

Dividends from less-than-20%-owned domestic corporations that are subject to the
70% deduction (other than debt-financed stock) . . .
Dividends from 20%-or-more-owned domestic corporations that are si bject to the
80% deduction (other than debt-financed stock)
Dividends on debt-financed stock of domestic and foreign corporations (section 246A)
Dividends on certain preferred stock of less-than-20%-owned public utilities .
Dividends on certain preferred stock of 20%-or-more-owned public utilities

.

.

Dividends from less-than-20%-owned foreign corporations and certain FSCs that are
subject to the 70% deduction
. .
Dividends from 20%-or-mo-e-owned foreign corporations and certain F SCs that are
subject to the 80% deduction .

8
9
10
11
12
13
14
15
16
17
18
19
20

.

.

.

.

.

.

Dividends from wholly owned foreign subsid anes subject to the 100% deduction (section 245(b))
Total. Add lines 1 through 8 See instructions for limitation

. . .

. . . .

Dividends from domestic corporations received by a small business investment
company operating under the Small Business Investment Act of 1958
. . . .
Dividends from certain FSCs that are subject to the 100% deduction (section 245(c)(1))
Dividends from affiliated group members subject to the 100% deduction (se:t!on 243(a)(3))
Other dividends from foreign corporations not included en lines 3, 6, 7, 8, or 11 .

.

Income from controlled foreign corporations under subpart F (attach Fc-rms 5471)

.

Foreign dividend gross-up (section 78)

. . . .

IC-DISC and fonner DISC dividends not included on lines 1. 2. or 3 (section 246(d)).
Other dividends
Deduction for dividends paid on certain preferred stock of public utilities (s<*e instructions)
Total dividends. Add lines 1 through 17. Enter here and on line 4, pa$e 1

.

.

•

Total deductions. Add lines 9. 10. 11, 12. and 18 Enter here and on line 29b, page 1

^Wi(?ffiP3=^

Compensation of Officers (See instructions for line 12, page 1.)
Complete Schedule E only if total receipts (line 1a plus lines 4 through 10 of page 1, Form 7120) are $500,000 or more
(c) Pc*ceri of
(b) Social security number time dsvoted to
buvness

(a) Name of officer
1

»
•

3
4

•

%
%
%
%
%

Less: Compensation of officers claimed on Schedule A and elsewhere on returr.
. .
Compensation of officers deducted on I kie 12, page 1

Percent of co«porat on
6lOCk Owned
(d) Common
(e) Pre'e«red

%'
%!

%
%

% f.
%

%

%\

%

: : : : : : :

(f) Amount of compensation

%

(

r—

IL

)

~—•

Page 3

Form 1120 (1991)

fcff.TBffigyi

Tax Computation

1

Check if you are a member of a controlled group (see sections 1561 8nd 1563)

2

If the box on line 1 is checked
Enter your share of the $50 000 and $25 000 taxable income bracket amounts (in that order)

(0 LI

L _ J 04 L?

I

I

Enter your share of the additional 5% tax (not to exceed $11,750) *

•

l_?

I

I

Income tax (see instructions to figure the tax) Check this box if the corporation ts a qualified personal service
corporation (see Instructions on page 13)
. . ,
,
• LJ
4a

3

317,652

Foreign tax credit (attach Form 1118).

.
. ,
b Possessions tax credit (attach Form 5735)
c Orphan drug credit (attach Form 6765)
d Credit for fuel produced from a nonconveotiona! source (see instructions)
General business credit Enter here and check which forms are attached"
•
Form 3800
Q Form 346S • Form $884
D Form 6478
• D Form 6765
D Form 8586 D Form 8830 D Form 8828 .
Credit for prior year minimum tax (attach Form 8827)
,
5

Total. Add lines 4a through 4f

€

Subtract Une 5 from line 3 >

7
B

Personal holding company l a * (attach Schedule PH (Form 1120))
Recapture taxes Check if

,

from

.

,

.

.

4b
4c

4d

4f

31? 6521

»

Q Form 4255

D

.

Form 8611

Alternative minimum tax (attach Form* 4626) See instructions
Environmental tax (attach Form 4626)
to

.

.

.

,

,

.

.

Total tax Add lines 6 through-flb 'Enter here and on line 31 > page 1

Schedule K
1

10

317,652

Other Information (See page 15 of the instructions.)

Check method of accounting

Was the corporation a U S shareholder of any controlled

a 2X Cash

foreign corporation? (See sections 951 and 957)

b D Accrual

If *YeS • attach Form 5471 for each such corporation

c D

Enter number of Forms 5471 attached • .

2

Other (specify) • . . , .

.

Refer to the fist in the" instructions and state the principal

At any time during the tax year, did the corporation have

a

Business activity code no- > *-710_

an interest in or a signature or other authority over a

b

Business activity K.Erin.tilXg,.--,,., *.

c

Product or service • N f i V S p & p e r s . .

3

_

m

^

.> .

¥

Did the corporation at the end of the ta* year own,
directly or indirectly, 50% or more of the voting stock
of a domestic corporation? (For rules of attribution, see
section 267(c))
.
. . . »
If "Yes,* attach a schedule showing (a) name address
and identifying number, (b) percentage owned and (c)
taxable Income or (Joss) before NOL and special
deductions of such corporation for the tax year ending
with or within your tax year

4

Did any individual, partnership, corporation, estate, or
trust at the end of the tax year Own, directly or indirectly,
50% or more of the corporation s voting stock? (Fof
rules of attribution see section 267(c)) If " Y e s "
complete a and b
,

a

Attach

a schedule showing name, address, and

Identifying number
b
5
a
b

financial account in a foreign country (£uch as a bank
account, securities account, or other financial account)?
(See page 15 of the Instructions for more Information,
including filing requirements for Form TD $ 90-22.1 •)
ff "Yes,* enter name of foreign country •

^.v.,..

Was the corporation the grantor of, or transferor to, a
foreign trust that existed during the current tax year,
whether or not the corporation has any beneficial interest
In rt?
.
4
If ~Yes," the corporation may have to file forms 3520,
3520-A. Or 926
During this tax yeaf\ did the corporation pay dividends
<other than stock dividends and distributions in exchange
for stock) in excess of the corporation's current and
accumulated earnings and profits'' (See sections 301 and
316)

* .

-

.

tf "Yes " file Form 5452 If this is a consolidated return,

Enter percentage owned • * 5 , 9 $ . . P ' ^ £ $ V ,

answer here for parent corporation and on Form 851,

Did one foreign person (see" Instructions for definition)
at any time during the tax year own at least 25% of*

Affiliations Schedule, for each subsidiary
Check this box If the corporation Issued publicly offered

The total voting power of all classes of stock of the

debt Instruments with original Issue discount

corporation entitled to vote, or

If so, the corporation may have to rite form 8281

The total value of aft classes of stock of the corporation?

Enter the amount of tax-exempt Interest received or

If "Yes,* the' corporation may have to file Form $472
I f ' " Y e s / enter owner's counlry(ies)^ .v : ;....1.» u-v * .
Enter number of Forms 5472 attached •
/
^

. •

D

accrued during the tax year • | J L
' If thene were 35 or fewer shareholders at the end of the
tax: year* enter the number "• * •* s

Y « H No

Fo<^ ^ 2 0 «199')

Pape 4

|HB?ff W 3 H

Balance Sheet?"

Beginning of tax year

2a
b

.

.

.

Jill

4

U S government obligations

5
6
7

Other current assets {attach schedule)

12,017,345^

Loans to stockholders
Mortgage and real estate loans

9

Other investments (attach schedule) .

b

,225,350

Tax-exempt securities (see instructions)

8

11a

1 ,098,670
13,045,524

Trace notes ar<j accounts 'eceivao'e
Less allowance *or Dad oebts
Inventories

b

<<*>

l ^ S S T l , 4 2 2,_569_

.

3

10a

(b)

O)

Assets
Cash

1

End of tax year

.

.

Buildings ano other depreciable assets
Less accumulated depreciation
Oep!etab«e assets
Less accumulated deo«'etion
Land met of an-, amortization) .

12
13a
b
14
15

Intangible assets (amortizable onlyi
Less accumjiated amortization
Othet assets (attach schedule).
Total assets
Liabilities a n d Stockholders' Equity

16

Accounts payable

17

Mortgages nctes Dords payac»e i *ess war < yea'

18

Other current liabilities (attach schedule)

19

Loans from stockholders

20

Mo«igages notes bonds payable m \ year or more

21

Other liabilities (attach schedule)

22

Capital stock

23
24
25
26
27

Paid-in C ' caoitai surolus

.

.

.

.

.

.

.

.

a Preferred stock
b Comnxn stocK

Retainec ea»-rsngs~Aporoo''«atec <attac-» scnedu»e»
Retained earnings—Unappropriated . . .
Less cost o' treasury stock .
. . .
Total ;»ac«iities and stockholder equity

6r215,936
Schedule M-1 Reconciliation of Income per Books With Income per Return (This schedule does not have to be
completed if the total assets on Ime 15, column (d), of Schedule L are less than $25,000.)
589,47?
???,71fi

Net income per books
Federal income tax

7

Income recorded on books this year not
included on this return (itemize).

a Tax-exempt interest $

Excess of capital losses over capita! gams .
Income subject to tax not recorded on books
this year (itemize):

234

8

Deductions on this return not charged
against book income this year (rtemize).

Expenses recorded on books this year not
deducted on this return (itemize)

a Depreciation

Depreciation

b Contnoutions carryover

.

.

.

. S

Contributions carryover

.

.

.

. S
$

S

Travel and entertainment $

6

n.Sfil
936,934

Add lines 1 through 5

kflityffSA^

Add lines 7 and 8
Income (line 28 page 1)— line 6 less line 9

2,663
2,663
914,771

Analysis of Unappropriated Retained Earnings per Books (Line 25, Schedule L} (This schedule
does not have to be completed if the total assets on line 15, column (d), of Schedule L are less than $25,000.)

1

Balance at beginning of year

2

Net income per books

3

Other increases (itemize):

4

9
10

Add lines 1. 2. and 3

.

5

^589,423

Distributions.

a Cash.

.

b Stock
c Property.

8,643,885

6

Other decreases (itemize): . .

7
8

Add lines 5 and 6
Balance at end of year (line 4 less tine 7)

8,643,885

I:

'-•r!

* V-»^V*-^'^*^^rc^p''''

te..-.. - ^ . * - * » * * ^ ^ ^

^,i.^vJ
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By Roger Pusay
Cosset News business writer
Ordinarily, this space would be occupied by companies celebrating an anniversary, achieving quick
success, producing unusual products or making an
important contribution to the Utah economy.
But today's story is about a $37 million expansion
and remodeling project proposed by the Newspaper
Agency Corp., the company that prints, circulate*
and handles the advertising for the Deseret News,
where stories about all of those other companies are
printed.
"We are committed to the downtown area and believe that newspapers will be around forever," said
Dominic Welch. NAC president, in reply to a question about why the company doesn't build a new plant
rather than remodel the old one on Regent Street
between First and Second South.
Aside from the fact that remodeling the old building would be cheaper than building a new one elsewhere, Welch said the primary reason for the project
is to improve the quality of the Deseret News and
Salt Lake Tribune so advertisers will be happier.
"Today, people are more conscious of quality and
color," Welch said. "If you don't tliink that's true
then take a look at department store catalogs, preprinted advertisement supplements stuffed inside
newspapers, color television and some newspapers
that feature plenty of colored charts and graplis,"
Welch said.
The 537 million project, which is expected to be
completed by 1991, will give the two daily newspapers excellent editorial and advertising reproductive
quality. Afler all. advertising is a newspaper's bread
and butter and those paying the bills want their products displayed well.

But quality costs a lot. "This is the most massive
expenditure we have ever approved between the
press installation and building remodeling," Welch
said, commenting on the high cost of the offset presses that would be installed.
To design the renovation project, the NAC has
hired Ken Harding, a Denver architect who designed
several printing facilities for USA Today, a nationally circulated newspaper, and John Vincent, a Salt
Lake architect. Construction would start late this

y Tir if the Urgent Sir:u.t proivei is approved *\ Sail
Like officials.
Luring renovation the comp:u;y pbus lu insfcUl and
."•ir.cve prir.ti:.,j i-i\:s.>• -.> that '.vc'.,;u Ihuusanu.-i of
pounds, a;:d ihe NAC wants operations to continue to
go smoothly during construction. To help this proc< ,.>, management is a-iking employees how their
work would be affected by the project, Welch said.
While the insides of the NAC operation would undergo many changes, one of the most noticeable
changes to the public would be on Regent Street.
Plan* call for the sidewalk -on the west side of the
street to be eliminated because the newspaper loadlug dock would be moved from the south side to the
east side of the building and it wouldn't be wise to
have foot traffic in the area with co many vehicles
coming and going.
However, the sidewalk on the east side of Regent
Street would be enhanced.
The newsprint, currently unloaded from flatbed
trucks north of the building, would be unloaded from
semitrailer trucks at the south side of the building.
Welch said the NAC also plans to build a larger newsprint storage area becausein offset printing, the ideal
is to have a seven-day supply of paper where the
newspaper is printed for the be^st reproduction quality.

The sidewalk on the west side of Regent Street would be replaced by loading docks.

;;<>dt;:.'if;

|» • U J W l liiVc.Vv.-.'.

t:

basement, which now as 3 show v- a.«.i lockrrrooi
pnper reelrrmm and J;:V. :s'.ora-'< a.~••"./ ':';;•.•!... .•::-••. r.\
\vj::lu I.:-.: r,t:Loi lo pcrnm sioi':^:.* «.!' hewspr.al du; •
ir.g future phases of construction. A new :-!:nwer and
locker room.(raining area and lunch rooa. v. v. 'd bo
built (;n the second flovr
Phase two calls for new areas for central plant
mechanical equipment The mechanical equipment
on the second floor would be relocated in the basement and/or on the roof.
"""" In the tWrcl phase, the newsprint storage area
would be turned into a space for a new lme of Head- ,
liner offset press units.
Phase four would include the new mailroom bundle dock. Mailroom distribution would continue
through the existing six dock areas while construction of nine dock loading areas on Regent Street arc
completed. At the same time, the existing Hoadhner
offset press would be remodeled and upgraded.
The final mailroom dock area, the new newsprint
unloading area on the south end of the building and
the new newsprint storage area would be transformed during the fifth pha:n-. This phase also involves changing a letterpress into an offset press.
Letterpress is a method of inking metal plates, which
form unages on the paper that comes in contact with
them.
Why convert the letterpress to offset? Welch said
the letterpress was fine when Ihe NAC was using
molten lead, linotype machines and heavy metal
plates. But when the company went to thin aluminum
plates, the reproduction suffered. That's why NAC
wants an all-offset press operation. Offset provides
the best printing quabtv because the ink is applied to
a roller and then to the newsprint.
In the final phase, another letterpress, as well as
support areas on levels one and two would be removed. That area would remain empty but could be
used if more presses are needed. Mike Brcnnan,
NAC director of operations, said the remodeling project would provide production capabilities past the
year 2000.
In 195? the Deseret News bought the Salt Lake
Telegram and together with the Salt Lake Tribune
entered into a joint operating agreement with the
NAC. Although the Deseret News purchased some
property and equipment from the Tribune when the
NAC agreement was signed, the News editorial offices remained at 33 Richards Street until the late
1960s and then moved to 30 E. first South.

Please see NAC on M2

Athletes at Olympics are fair game in Seoul shopping district
u/nrL- f h o m i r h c onH f V»n o*i-o*»» cKille n<Vm <-•.

Under laeoeca's leadership, Chrysler passenger car products became smaller and more fuel-efficient front-wheel drive vehicles. And
that is why he isn't much worried about CAFE.
Ford and GM are in a different position. Both still build a number
of large rear-wheel drive cars that are popular and profitable. And
not as fuel-efficient. Several small cars sold by GM and Ford are built
overseas, and because of the way the CAFE law is written, can't be
used to offset the higher gasoline consumption of the cars they build
in the United States.
Dukakis is on record as favoring the law mandating increasingly
better fuel efficiency. He is on record as being in favor of higher fuel
economy figures that now require an average of 20 5 miles per gallon
and is set to go to 27.5 mpg in 1989 and 1990.
Neither Ford nor GM want to follow Chrysler's lead toward increased fuel economy because, they said, such a move would endanger some of their more popular models and. ultimately, cost
autoworkers their jobs.
They estimate between 100,000 to 300,000 jobs might be at stake is
they are forced to engineer their cars the extra mile per gallon. (GM's
fleet currently averages 26 mpg.) And they believe Bush is the candidate more likely to relax industry standards.

Continued from MT
' "How can you beat that?" Tilley
isked. "Even if they fit funny I can
»ive them to my brother."
But they seldom fit funny. And if
.hey do, they'll start all over again
r
or the same price.
You walk into one of the dozens of
nilor shops along the main drag and
someone is on you in an instant runling a tape measure across your
shoulders and down your arm and
railing out the measurements to an
nvisible tailor behind a partition.
There are leather shops where you
i walk in in the morning, get meal e d and choose from a sampling of
udes and come back the next night
JO pick up your leather overcoat.
You can pick up a full-length,
)lack, ranch mink coat that might
:ost you $4,500 in the United States
'or about $3,500 here, slightly less if
ou use cash.

Continued from M1
Welch said that in 1953. the NAC
nstalled a letterpress with a capacity
•f 112 pages. That press will be renoved when the renovation project
s completed In 1968 NAC purhased another letterpress with a ca>acity of 144 pages, and a Metro offet press followed in 1976.
, He said because NAC has a hybrid
ystem of two types of printing, ex>enses are high because of the added
>ersonnel needed to run both types
>f presses Going to offset printing

And an accommodating furrier
will tben write it up as mink-dyed
beaver and give you a second receipt
for a third of the actual purchase
price to save you another 5 percent
in duty charges.
It's a different scene at night, the
little shops stay open well after sundown. But they seem to fade into the
background in the blinding display
of neon signs winking from the
fronts of discos and nightclubs that
you somehow don't notice in the
sunlight.
Merchants who sold handbags and
scarves from sidewalk stands during
the day turn them into curbside
lunch c o u n t e r s with smoking
braziers.
The street hawkers are selling different wares, too. especially along a
neon-spangled incline called "hooker hill" that rises from one end of the
main drag.
By 10 p.m. the street is as crowded
with night people as it was during the
daylight with shoppers. And it's business as usual in Itaewon.
would reduce production costs.
Welch is amazed at the increase in
costs. In 1976 installation of the Metro presses and changes made to the
building cost $1.7 million. But now.
installation of the new offset presses
and retrofitting the letterpress units
to offset production will cost $21
million of the $37 million total.
Part of,the overall mission of the
NAC to improve the quality of both
newspapers includes the recent completion of a printing facility at 548
Gale St. Currently, the NAC prints
USA Today on the Gale Street offset
presses, but during construction at
Regent Street some of the pre-print
supplemenLsfor the Deseret News
will be printed at Gale Street.

HAVE A CD
MATUHI1JG?
CONSIDER A TAX FAVORED
ALTERNATIVE

i PILGRIM: CD AlOJUITY

available from uooertson boiivarc. I'.u Lk»\ >«»>.
Geneva, IL 60134 It works only on IBM or compatible PCs.
This program writes a coded file that records
the time and date the computer is turned on.
which programs are used, and the amount of time
they're each used. With the report part of the
program, you can read these coded files or print
them ^ut. It's a valuable tool for proving business
use to I R.S. types.
For no money but a bit more time, you can t> ne
the following four lines at the jend of vor.i AUTOEXEC BAT file, tIncidentally, although *his
newspaper may not be able to } print the inwtrr
than or right arrow sign, you need to typo that
symbol in this short program. It's the angled symbol that's generally on the same key as the per iod )
Type.
ECHO OFF
ECHO Please hit the ENTER key twice
DATE (RIGHT ARROW) (RIGHT ARROWLOG FILE
TIME (RIGHT ARROW) (RIGHT ARROWi
LOG FILE
j
Now that you've got that typed at the end of
your AUTOEXEC.BAT file, ever/ time your computer is turned on it will automatically record the
date and time of each start-up into a file called
LOGFILE, adding each new date and time at the
end of the old file. You can read it with any w ord
processing program. Periodically erase or re nam*

Dear ( i l l .
|
MS DOS's fraj4:iienta*»on sv !-tp
computer's read-u rife head imap :
«T >ou call up a file. asseinbaiig \\
ments from their physical Iocafion.-.
disk That does slow down the cpmrv
To correct fragmentation, there ar«
abvely inexpensive programs o l th<one that's received the mo^t tosinu .
Paul Mace's Marc ''tihhes !! p!-v
files and reassembles thorn n, one \Done once a \vec\ <>r once a trior
directed defragmenting proo-dlr^ \
be honest, we shucder at an\on<ss u .
t«ke Mace's m its automatic mo"'things can go wrong—and uuh IOIM
can ^o wrong, they will go wrfrtg
ours got mto deep trouble u.sii;
automatic
By the way. by doing tlu-» d|fr
won't get the amount of spe
those computer magazine ads »eai
tiles aren't susceptible to miracles
By defragmenting our \«
*Tram files, we cut loading tirie fr
seconds. We saved no time ovcifthc
• akes to activate our spelling tehee
.seconds needed to perform n fpel!
one particular file
Mace's product costs $100 We ^
testing the newer File RcscuelPk:

Whoops again: looming rep
\
NEW YORK — "Right this
way, ladies j and gentlemen
come into the tent for the most
amazing economic act of the
decade. Take your scats and
watch closely, or you'll miss it
again, the incredible vanishing
recession."
No economist or politician >s
likely to deliver such a circusbarker's spiel this autumn, and
LOUIS
more's the pity. For the great
economic story of the 1 ()P.0s has
RUKEYSER
been the event that failed to oe
cur, and the latest word from the forecasting lads
suggests that the act may have at least one more
encore.
;
Everybody knows that we will eventualh ha\ e a
recession. We always do. and there's no e\ idence
that anyone in Washington has managed to repeal
the business cycle But such certainty is considerably less valuable than knowing when the recession
will arrive, and on that crucial point the economics profession has been an embarrassing failure
When the longest peacetime expansion m
American history began in 1982. some of the
country's most renowned gurus swore not o:i!\
that it wasn't happening but that, indeed, it could
not occur. John Kenneth Galbraith assured a television audience that recovery' was impossible under the laissez-faire policies pursued by Ronald
Reagan. Joseph Granville, the first of a lonz line
of financial shamans to be discredited in this decade, declared repeatedly that investors in future
years would '"look back longingly to SepU-mber

You can bank on us for high
returns on your savings dollars'
Youllfindthat our rates on CD's
and money market accounts are
among the highest in the nation.
How can wejoffer these highly
competitive rates? Because we
specialize in savings. You II enjoy
a convenient!location in the heart

1981 and wish th .{ all stock-, n. ki bi
n the Dow
These were not : Id-mod a i \jinni
c2>tmgjMmc Rut >en wb< u me •
.'•ecame undemabi • i t w ; - '•Ato
caution by ne;:rh .:!! l o r u . i Irs
imminent rcccs^io i W'T'C ,
ral»
believed If the '*i:dg.*t fit •
d:<
trade deficit would And -«•
never came
All was not Hr^b;n<" :::'('
economy, to be VIM- Diffi •
pa:
try. and different uidusii!"
factoring), had severe pron'
vanced, but the econcru* al a
succumbed And economic ills x«.
duced positive consequent < . x w'e
nfacturcrs responded to ie :efc: •
streamlining their own op"» atans
the quality of th°ir product
But cautious optimism :> n e * r
cast, and so when Wall Street fcanu
her. the economic ('as^and:.^ fee
wcrmholcs to screech truiinptia
Great Depression would be uijon i
mor of 1988 Whoops again
The best insight into wb.it tBp
mists really are telhns their cl fen's .
Chip Economic Indicator"
some 60 leading economists cojici
Economic Enterprises :n ^< <•i n a
asked last No.eriber v.b- \ t i e
would begin, fulh i*7 P«TC-:.» lid t
be no later than I'.''5" — MM ;3 :-
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We're shakin', rattlin'
'n' rollin' in new press
NEWSPAPER TAIK
The
fl ;r
shakes under
my feet r rv
da>u#i4he l><*'
erct News
That s
c
cause
hf
r
Newspape
\gency ( o i p
prOuu

LaVAPP G
WEBB

arm of the U s
t r e t News md
- Salt Lake T ib
unc is installing a new 10 unit
d ) s s !f€ cidJinr i < fisct press d
recti} beneath mv office
\ ou don t just toss togeth r a
WW press in a couple of d i s
We re talking weeks of jackham
mc r ing brick \ a11 being t r n
d o v n <md heavy duty concrete
pouring And months of i n t n r i e
nstallation procedures T h e (*oss
folks sc nd in some of the top pr ss
installers in the country
H u n d r e d s of t h o u s a n d s of
p o u n d s of gear and equipment in
(•hiding the giant press units are
tyeing hauled into the new press
."bay underneath my office Tons of
.material have been moved in and
out on a steel beam attached to my
floor
Hence the shaking and rum
•tiling and rolling We ve had visi
tors wonder if they re in the mid
die of an earthquake
The press installation is onlv
one part of a $37 million renova
tion and modernization project
that will m a couple of years pro
vide the two Salt Lake newspapers
with state of the art printing and

produ tion fa< ilitir •>
It 11 bo great when it s ill com
j leted I ut meanwhile things are
going to be~somewhat difficult
around here And that s the rca
-son for this column""""
~~~ *""
It s possible that the } rocess of
getting the newspaper out could
b< disrupted a^ walls art knocked
down production o p e r a t i o n s
n n v r d around and new el^ctncal
*
15-1

_l

-

We ve ahead had some major
glitches that resulted in late pa
p e r Construction crews shut off
the ccld water to the presses one
dav while the presses were run
nin^ F verv plate on the press was
ruined and new plates h i d to be
made
Another time a major power
supply was cut shutting down the
presses and th( Tribune was
hours late getting out
N\C is taking every precaution
to avoid such mishaps but more
might occur This is a major re
modeling project with every de
p a r t m e n t of NAC and the two
newspapers affected
T h e r e s nothing that we hate
m o r e than late papers We II do all
we can to get them out on time
And whatever happens we 11 get a
p a p e r to you No one around here
can remember a time the Deseret
News missed an edition We re not
about to make history that way
F ventuallv well have three
great new offset presses and an
ultra modern production system
And while we don t anticipate
problems worse than a minor de
lay or two we want you to know
what s going on — just in case

Dan Rather's peanut butter
looks like yucky toothpaste

Bonnie Raitt grows up
\ji t ,
_
0 llbui is Hon
nit Rant —a 4*n — fi
sle^gr^nup
Don! h i u * ^
^ ^ -Ul o f o r n n n
Proad ^a >tar John Rant r xk n - 11 is in

Lun Rather had to explain the difference
between peanut butter and toothpa^'e to a
piotester in Peijmj, while covering the pro
democracy demonstrations
*"*
The CBS anchorman alwavs takes a surviv
_ al kit that includes bottled waterv-Vienna sau
sages and small cans of tuna when hf travels
to farflur^ phces and hi wife recentlv can*,
up with a new item to include — peanut but
ter in squeezable tubes
One da/ last week after making his way
through Beijing traffic and v i m u s eheck
points leading to the eenter of Tiananmen

c x i si

11

^

i

r

*>quaie r u i t n t i J nu u i » i u n > V a a n iU e

• m _

moments
I took out mv little tube of peanut butter
and decided to have a pop he said A stu
dent came up and said ( i n I borrow some of
vour toothpaste 0 Rather tn(d to explain
thai a w<i> r<.a-n • ' ^*tc- a^J fma" s h e ed
the student what was in the tube The student
b lCKed off and Rati t r ^a)s he apparcntl) was
saying Poy that is really gross looking
toothpaste

i v i u y «L»tiit • • •

r

•>l;

*•,

MIL.

*

tht -,4 1 d n of 1 S* 1 ht re a n
221 diss i t ' * »>- \ear
On MaN U is 44 Samut 1 h B Morse
transmitted the words What hath (*od
wrought fr m \\ ashngton to Ba t more
as hi fornuMv o^ned \nu 10 first
lekgraph lint

On this date

U.S. director's first film
wins Cannes Golden Palm
The first film bv 26 year old American di
rector Snven Sodt rbergh sex lies and vid
eotape won the Golden Palm award at the
42nd ( annes film festival in Cannes France
One of the low budget movie s four stars
James Spad r won best actor during Tuesday
night s ceremonies and Meryl Streep was
chosen best actress for her role in \ Cry in
the Dark directed by Fred SchepisI
American Jim Jarmusch s Mystery Train
the tale of three eh iraeten> connected by a
ndc on the same tram took the prize for best
artistic contribution
Gregorv Peck whose latest film Old Grin
go ended the 13 d iv festival won a special
prize for lifetime contribution to cinema
Old Gringo directed by Argentine I uis
Put ruo also starred Jane Fonda Both Peck
and Pond i received standing ovations from
the audience at the Palais des Fcstmls

*

^d
hr
- ) 1 i ^ r are a 1 of
people ^
i
row r„ uf
3a or
1- i
though i do a ot of rr\ w Jasness irrm^i
v
and produce rr o vn r
at doesn t
mean th it I ™ " a k r den i>ns» about h v t ->
lead irv ! f t>- n ^ i i i re th* v iuld v .
or as rispKi
' i» * n<- it sou [ k this
hfestvl
:> v
J sti
p all i e,nt

C h i e f G r e y W O l f — tonnie Hurlbut
53, is a non traditional lawman who is pre
serving another tradition the Old West
The San Juan Bautista Calif chief re
cently changed his name to Greywolf in
keeping with his native American heritage
He has agreed to wear a uniform but in
sists on cowboy boots and Indian beads

Queen recalls 'dark days'
Queen Flizaboth visited the Channel Islands
— located between France and Fngland —
and recalled the dark davs when the Nazis
occupied the islands The queen hadn t visited
the elands for 11 u a r s

Arabs seek comnrnmi.QA nr \ ohan/%«

• In H I " 'h f rsi navsinjtr rui'rotd
sen u e in tru I mted states be e,an se rv ice
between Bait more and Hliolli Mills
Md
• InlSSl the Brookhaa Bridge Unking
BrookKn and Manhattan was opened to
traffic
• In 1915 the first major league base
ball game plaved at night took plaee in
C incinnati a tvu Kids beat the 1 hila Id
phia Phillies 2 1
• In 1941 the German battleship Bus
marck sank the British dreadnought
Hood in the North Mlantic

Birthdays
Singer Bob l)vlanis48 Actrtvs Pnsnl
la Beauheu Prtslrv is 44 Singer Rosannc
Cash is 34

Sharing a thought

.

Diplomaa is to do and sav
The nastust thing in the nicest wa\
— Isaac Goldberg
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for year 2
For years, the newspaper plant in
downtown Salt Lake City has done a
capable job printing world and local
events written by journalists from the
Salt Lake Tribune and the Deseret
News. But competition's tough for
newspapers today, so Newspaper
Agency Corporation is hitting back
through a S37 million modernization
at its plant on Regent Street between
first and second south.
The three-year project, which began
in October 1988, involves complete updating of the printing process from
equipment to physical renovation of
the building.
The major players include Harding
and Collier of Boulder, Colo., who
developed the masterplan for how the
new plant will function; John Vincent
& Associates, Salt Lake, who is
creating the working drawings; Fox
Construction, Salt Lake, the general
contractor; Applied Mechanical
Systems, Salt Lake, the mechanical
contractor; Diamond Electric, Salt
Lake, the electrical contractor, Larsen
& Malmquist, structural engineers;
WHW, mechanical engineers; and Key
Engineering, electrical engineers.
The complicated project has six
phases, which run through addition of
storage in the basement, renovation
and relocation of the mailroom and
dock area, addition of a huge, threestory offset press, and reconfiguration,
removal and renovation of other
presses.
About $31 million is going toward
new and revamped equipment; $6
million is going toward construction.
Construction is extensive: "Basically,
the building has been gutted," says
Floyd Cox, owner of Fox Construction. A partial list of work includes the
following:
• Sixteen-foot-deep excavation of the
basement for a new storage area.
• Renovation of the second floor for
shower/locker room, training room
and lunch room.

From presses to delivery systems,
the $37 million renovation project
will update plant to face the future
• Construction of space for the
220-ton, 95-foot-tall, 10-foot-wide,
three-story tall, Goss Headliner press,
which is so huge it required structural
changes to make it fit, including pouring a 3-foot-thick concrete foundation.
• And construction of a loading dock
on the west side of Regent Street, increasing the number of docks from six
to 11. Two structural columns had to
be removed to make room for the
docks, which meant the area above
had to be reinforced.
But instead of going to all the trouble and disruption to renovate the old
plant, why not build a new one? That's

Vincent of Vincent and Associates.
And this project will keep production
of both the Tribune and Deseret News
downtown, while at the same time is
"economical and meets the needs of
our company into the next century,"
Brennan says.
Actually, the massive project came
about through necessity. Intense competition from television, magazines,
radio, cable TV, direct mail and USA
Today have cut into local newspaper
circulation. To complete, newspapers
have had to improve through higherquality production. "We will have a
much-improved building and it should

Above, this is how the loading dock looked before renovation began in
October of this year.
a question Michael Brennan, NAC
operations director, says has been
"studied, thought about, perused,
kicked about and beat on more than
any other question." But the bottom
line has been "the newspaper needs to
be downtown," says architect John

carry us through to the year 2000,"
Brennan states.
The project presented several
challenges to Vincent. The goal was
not to create an architectural
showpiece, he says, but to make the
building functional. One of the

'^•v

t^-4

Below,
weighs
stories
altered

the new offset press c^^ /a
220 tons and is three
tall. The building had to be
to make room for it.

"We will have a muchimproved building and it
should carry us through to
the year 2000."
— Mike Brennan,
NAC operations director

Above, construction along Regent Street is under way, with construction crews adding loading docks to the building's east side.

toughest problems was NACs decision
to schedule delivery of the press before
working drawings were completed. To
meet the deadline, Vincent says,
"We've been climbing all over each
other."
Extensive changes to the structure

and the mechanical and electrical
systems also were a challenge. While
the building was originally built as a
newspaper plant, production has
changed so much that the plant has
had to be completely reworked. Today's production equipment requires

more cooling equipment and greater
electrical power, he adds.
Vincent's design also takes into consideration the historical significance of
the old building. The original white
facade, which includes a relief of a
newspaper boy, has been preserved.
Masonry that matches the newer north
end of the building will be used on the
additions to tie the whole design
together, Vincent says.
For the contractor, the most demanding test has been coordinating construction with the schedule of a
24-hour newspaper. Cox says construction has had to be done section by section. No part of the newspaper can be
closed down for construction, so the
Fox Construction crew builds temporary structures for a department's
area while renovating that area. When
that section is wrapped up, the crew
(Continued)
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Highway, bridge projects shifting from building to maintenance
nstruction of highways and
bnuges peaked in the 1970s; today's
challenge is maintaining what has
already been constructed, concludes a
recent study.
A study by Business Communications Company Inc., Bridge and
Highway Maintenance: Equipment,
Materials,
Methodology,
New
Developments, reveals that road construction has leveled off for the next
10 to 15 years and responsibility has
shifted to maintaining roads that have
had to bear traffic loads and volumes
far in excess of what they were designed for.
Consequently, the maintenance industry is becoming more specialized
and updating materials and techniques, the report said. Here are the
BCC's general findings:
U* By the year 2005, the nation will
have added 35,500 miles of concrete
roads.
iS The cost of repairing interstate
bridges will reach S45.6 billion by the
year 2000.
^ Highway agencies spend nearly
$10 billion annually for hot mix
asphalt products.
v* To prevent alkaline corrosion
damage in concrete bridges, highway
agencies will use more polymer additives, polymer concrete and cathodic
protection systems.
^ Geotextiles, geomembranes and
geomatrices will register high growth
rates in the next decade.
v* Asphalt will make substantial
gains at the cost of concrete.
^ Nearly 253,000 bridges are cur-

NAC plant. . .
moves on, building another temporary
shelter for the next department. It's
like ". . . starting the music for
musical chairs. . . then not letting the
people or the chairs stand still for
another 2Vi years," comments
Brennan.
The site, too, has been a challenge.
"There's absolutely no room," Cox
says. The site is crowded by narrow
Regent Street, two tall parking structures and car and pedestrian traffic.
Both problems have bumped up the
project's price tag because of the extra cost of demolition and repeated
construction of temporary structures,
believes Cox.
Renovation is scheduled for completion in 1991. Currently, Phase III is
MONO A Y. JUNM 2 0 .
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Road and Bridge Building and Maintenance Industry
Significant Statistics
% INCREASE

ITEMS

1987-88

1996

2005

Cement
(million short tons)

13.25

17.1

21.6

2.8

Asphalt
(million short tons)

23.1

26.9

32.4

1.9

Polymer Coatings
(million pounds)

239

325

458

3.6

Polymer Sealants
(million pounds)

32

38

50

2.5

38.5

48

2.6

Polymer Adhesives | 31.5
(million pounds)

/
t

Fabricated Steel
(thousand tons)
Bridges

618

696

796

1.5

Highways

66.5

69

73

0.5

Geotextiles
(million sq. yards)

297

979

3326

13.4

Lighting Units
(million units)

6.6

9.5

18.1

5.6

I

rently listed as deficient and around
3,500 or more become deficient each
year.
v* Heavy construction equipment
is becoming more compact and more

are
being
equipped
with
microprocessors.
Business Communications Company Inc. is based in Norwalk, Conn.,
at 25 Van Zant Street 06855. E3

nearly finished; the floor for the new
press just needs to be completed. Phase
IV, which involves construction of
loading docks and mailroom renovation, is 50 percent finished. And Phase
V is in working drawings.
The ongoing project requires
tolerance, which the staff has exhibited
plenty of, Vincent says. But staffers
can look forward to 1991 when pro-

duction of the Salt Lake Tribune and
the Deseret News will be state-of-theart, NAC officials say. ". . . We will
have the finest set of production tools,
one of the nation's very best
newspaper plants.
Newspaper Agency Corporation was
organized in 1952 to handle noneditorial functions of both Salt Lake
newspapers.) (jc|

CECU names Wamsley council
The Consulting Engineers Council
of Utah (CECU) has named Dee J.
Wamsley as council president for 198990. Wamsley, who heads his ownfirmin
West Jordan, was president-elect last
year.
Also appointed to the council's
board: Walter V. Jones, presidentelect; John D. Frank, vice president;

president

Gale H. Larson, secretary/treasurer
and Lee Irvine, national director.
Organized in 1964, CECU's central
purpose is to assist members in achieving higher professional, business anc*
economic standards, thus enabling
members to provide better consulting
engineering services to clients and the
built environment in Utah. 0

